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CHAPTER I
INTRODUCTION
These days under-developed countries have a desire for a speedy
economic development. The differences in the living standards of the
developed and under-developed countries are already very wide. More¬
over, the differences, instead of narrowing, have been gradually
widening in recent years. In this Jet-era, the time distance which
separates the developed countries of the west from the under-developed
countries of Asia, Africa and Latin America has shortened, but economic
distance, instead of narrowing, has actually widened. The main question
that arises here is that, if the under-developed countries wish to
accelerate the rate of growth, how are they going to achieve it? It is
also important that under-developed countries should not look to the
Western World for an economic model on which they could build up their
future economic growth. As the American economist, Simon Kuznets
remarked:
Both the absolute and relative economic position as
well as the general cast of the Immediately ancient his¬
tory, of the now developed countries in their pre-Indus-
trial phase were cardinally different from the economic
position and the immediate historical heritage of the
under-developed countries of today. It is, therefore,
far from safe to extrapolate economic or demographic
aspects from the earlier records of the developed coun¬
tries to current and prospective levels of the under¬
developed.^
1
Simon Kuznets, "The Pre-Industrial Phase in Advanced Countries."
Published in the Economics of Under-development by Aggarwal and Singh
(New York; Oxford University Press, 1963), p. 151.
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Thus, the experience of the western capitalist countries could not
be considered a safe guide for the under-developed countries of today.
This means that the under-developed countries will have to find their
own techniques for speedy economic development. The developing coun¬
tries have many obstacles and challenges to face in their path of
economic progress. The path of development is difficult as well as
complex. However, developing countries have to depend on developed
countries for technology. For this, economic planning becomes essen¬
tial for a backward, under-developed economy to utilize modem tech¬
nology for economic development. In some countries, the masses are
too poor, too ignorant and too tradition bound in their behavior to do
work for themselves. If there is to be progress, it must be initiated
and for some time at least, largely conducted from above. It is due
to this reason that there was the need for comprehensive economic
planning in India for a sustained growth rate, self-reliance and re¬
moval of poverty. Economic planning is considered a desirable and
practical method for economic development. This is because these
countries have embarked on transforming the traditionally stagnant
and primitive sectors into an Industrializing economy. This process of
transformation involves the simultaneous develo{Hnent of all sectors as
well as some new fields of economic activities. This could be realized
by gradually changing the existing structure through economic planning.
After India got its independence in August, 1947, it had a deep
and growing concern with the problems of poverty, protection of the
farmer and labor, the need for rapid Industrialization and the re¬
construction of social and economic life. The only solution to these
problems was proper planning. One year after the Independence, Indian
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Government set up an Advisory Planning Board which attempted to bring
together the available material and recommended the establishment of a
National Planning Commission. In February, 1950, the National Planning
Commission was set up. The first five year plan was launched in 1951,
followed by the second, third and fourth five year plans. The fifth
five year plan is being implemented. The country has completed about
twenty-one years of planned development. Thus, India took to planning
right from the beginning.
Those who do not believe in planning point out, "a planned economy
would be a 'muddled' economy, incapable of pursuing rational economic
activity because of the absence of an automatic guide to productive
activity provided by the pricing system. As such, there would be utter
confusion and chaos in the field of production."^ But this does not
mean that the price mechanism does not exist at all in a planned economy.
In fact, prices of very few commodities are fixed and that also only if
needed. Prices of all other commodities are determined by free market
forces as is done in an unplanned economy. The price-mechanism in
planned economy howsoever artificial it may be, does provide a guidance
in the allocation of resources.
The achievements as well as failures of Indian planning during the
past two decades, will serve as a useful guide for other developing
countries. Therefore, the main purpose of this thesis is to look into
the Indian planning experience and then evaluate its achievements. To
achieve this purpose, I have planned the thesis in the following manner.
-
W. A. Lewis, Theory of Economic Growth (Homewood, Illinois: Irwin
Inc., 1954), p. 384.
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The second chapter covers the principal arguments in favor of and
against economic planning in general- In the third chapter, a brief
but intensive review of India's economic progress under planning is
undertaken. This review covers achievements in fields of agriculture,
industry, transportation and communication. This is because indus¬
trialization is emphasized in plans to provide the necessary inputs for
agricultural development and the former is not feasible without inte¬
grating markets through transportation and communication. Chapter four
takes a critical view of the failures of planning. Alternative policies
are recommended in this chapter. In the ligjht of these recommendations,
recently published strategy of fifth five year plan is also discussed.
Each five year plan was based on certain expectations on foreign
aid as the source of additional funds for development. Until the be¬
ginning of the fourth plan, foreign aid to India Increased at a rapid
rate. In the concluding chapter, a brief study of foreign aid is under¬
taken. The concluding chapter also Incorporates the major conclusions
of planning for development.
India, although a poor country, is technologically more developed
than any other country of the Third World. The country has the capabil¬
ity of exporting technical know how to many developing countries. The
other under-developed countries may benefit from Indian planning expe¬
riences in designing suitable development policies and techniques for
their economies.
The achievements, which are summarized in chapter five, were pos¬
sible through proper economic planning in the country. Planning in
economic sphere has the same significance as God in the spiritual
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sphere. That is why economic planning is important for under-developed
countries. Some of the western countries have an idea that anybody
using the word "planning" is a communist or a follower of those prin¬
ciples. This is not true in the case of India. India is the largest
democracy in the world. There are different races, languages and
dialects in India. Different kinds of religions are practiced in India.
The caste system is still there. A country with all these problems
cannot develop unless some planning is practiced in that country. Thus
India is a dmocracy with a socialistic pattern of society. In the
following chapter, the arguments for and against economic planning for
economic development are discussed.
CHAPTER II
ROLE OF PLANNING IN ECONOMIC DEVELOPMENT
We need comprehensive economic planning for backward, underdeveloped
economies of the world. The role of planning in economic development
has been given so much importance that planning is sometimes made a con¬
dition for the grant of International assistance to backward countries.
For example, the Colombo Plan countries were asked by the American
Government to sulxait six-year plans before assistance could be granted
to them. Even in the advanced economies of the west, planning has
beccxne important to avoid violent economic fluctuations. "In a purely
competitive society nobody bothers about any but his own economic prob¬
lem."^ If this is the case, then there must be somebody to look after
the economy as a whole, failing to do this will result in a malfunc¬
tioning of economy. Even the President of the United States has a
Council of Economic Advisers to keep a watch on the economic situation
and to suggest correctives if there are violent business fluctuations
in the economy.
(2.1) Meaning of Planning - It is very difficult to give a precise
definition of economic planning which may be acceptable to all. Dif¬
ferent writers have given their own views regarding the term "economic
planning." Planning, as is well known, is only a means to achieve an
end and there is no agreement on the ends to be achieved by planning.
_
F. A. Hayek, Collectivist Economic Planning (Boston; G. Routledge
& Sons, 1956), p. 4.
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So long as there is no common agreement among economic writers on the
ends, the task of presenting a universally acceptable definition of
planning will continue to have difficulties.
We can now examine some of the important definitions of economic
planning. Professor L. Robbins defines planning in these words: "Plan¬
ning in the modern jargon involves government control of production in
some form or the other.Professor Robbins has given a very broad
definition of econanic planning and lays an emphasis on government con¬
trol of production only. This can be called indirect planning. Pro¬
fessor Myrdal views an economic plan as a "programme for the strategy
of a national government in applying a system of state interference
with the play of market forces, thereby conditioning them in such a way
2
as to give an upward push to the social process."
This definition also gives a very broad conception of economic
planning. First Myrdal limits economic planning to state interference
only then the definition is applicable to a market economy, not the
socialist economy in which the market forces have no role to play. Pro¬
fessor Waterson defines "planning as an organized, conscious and con¬
tinual attenpt to select the best available alternatives to achieve
specific goals. It involves optimization of the use of the scarce re¬
sources. It has been used for a variety of ends, by different societies
and in different ways. It is not limited to socialistic solutions. It
-
L. Robbins, Economic Planning and International Order (New York:
Arno Press, 1972), p. 7.
2
G. Myrdal, Economic Theory and Underdeveloped Regions (New York:
Harper 6e Row, 1957), p. 91.
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can be and is used by democratic and capitalistic countries."^ This
definition gives a very wide idea of planning. Mrs. Barbara Woolton
says, "planning may be defined as the conscious and deliberate choice
of econcmic priorities by some public authority." Planning emphasizes
not only the determination of economic priorities but also the carrying
out of such priorities through the agency of state organs. The state
not only plans but also executes the plan. In this sense the term
"economic planning" may be defined as the initiation, control and regu¬
lation of economic activity by the state with a view toward achieving
well-defined objectives within a given time interval.
(2.2) Arguments for Economic Planning - Planning has become a per¬
manent feature of the economies of a large number of countries in the
communist as well as non-communist world. A planned economy may shrink
in area, depth or rigidity, but it is safe to suppose that it will con¬
stitute a permanent element in the world economy. Many persuasive
arguments for economic planning are set forth below:
(2.2.1) Emergency - In any kind of emergency whether it is an economic
collapse, a war, political disturbance, a planned economy is the best
and most effective method of dealing with such emergencies. The two
world wars and the great depression of the 1930's raised doubts as to
the usefulness of an unplanned economy to solve the problems of over¬
production and mass unemployment. People turned to economic planning
-
Albert Waterston, Development Planning - Lesson of Experience
(Baltimore, Maryland: John Hopkins Press, 1965), p. 26.
2
B. Wootton, Freedom Under Planning (Chapel Hill, North Carolina:
University of North Carolina Press, 1945), p. 12.
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to solve the economic ills. After the war is over, the whole economy
becomes very weak. So, in order to achieve self-sufficiency at least in
essential commodities, economic planning becomes necessary. This could
only be done through a reorganization on a planned basis of the entire
productive machinery of the country with a view toward producing those
goods which were formerly being imported from other countries.
(2.2.2) Politics and Economics - These are two different fields. An
economic man is one whose activities are governed purely by the profit
motive. He works hard to maximize his own economic profits. But a
political man is different. He has some great political ambitions.
The economy which worked for economic man in the nineteenth century had
a different shape. It was a rule, an unplanned competitive economy
based on private ownership and free contract, on competitive prices and
wages and ceaseless striving for manimum profits. However, twentieth
century econcmqr was a centrally planned economy directed to the achieve¬
ment of specific political and social ends. Thus the expansion of
politics in the first half of the twentieth century is a powerful force
making for a planned economy. A businessman uses everything to maxi¬
mize his own profits. He does not care whether it is hurting the
economy or not. He will use evil means to achieve his goals. These
actions may be hurting the econon^ as well as the poor man. On the
other hand, during the twentieth century we have politically minded
people who want to develop the country, taking into consideration the
poor as well as the rich. They want to plan everything before making
decisions. In other words, they favour planning for economic develop¬
ment .
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(2.2.3) Technological Progress - Technological progress in different
countries has brought a high degree of specialization in industry. This
progress has led to industrial monopolies, which on account of their
inherent evils, call for public control and planning. Moreover, a high
degree of specialization has also left industrial enterprises open to
market fluctuations and thus disturbed the operation of the business
cycle. This necessitates state planning and control of industrial
enterprises. Moreover, the production process has become roundabout
which needs co-ordination and planning ahead of time in the various
departments of industry. Also, by developing modern means of communi¬
cations, technological progress has created new weapons for effective
central control over wide areas. Modem technology has also brought
several types of undertakings which cannot exist under competition. For
example, undertakings like the provision of gas and electricity, water,
rail transportation, radio and other forms of communications, could
only be set up on a monopolistic basis under the effective and close
supervision and control of the government or an agency.
(2.2.4) Emergence of New Weapons of Social Control (Propaganda) -
Propaganda influences and controls the public opinion in the planned
economy. The spread of wireless, cinonas, newspapers, the gramophone,
cheap literature and popular science provides most powerful weapons
which can help in Initiating and maintaining a planned economy. This
weapon of propaganda not only Induces planning but also makes it pos¬
sible and Improves the functioning of a planned economy.
(2.2.5) Monopolization of Capitalist Economy - In a monopoly only the
interests of a few are served. This gives rise to dissatisfaction and
discontent on the part of the masses. Sooner or later, the state steps
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in to safeguard the interests of the masses by taking over ownership
and management of private monopolies. Sometimes monopolies intentionally
produce less with a view toward pushing prices up, thus increasing their
own profits. This again calls for public control of such business in the
interest of the community. Thus every strengthening of the monopolistic
structure of industry is a factor leading towards planning. On the
other hand, every attempt to loosen the monopolistic ties of industry
works indirectly against the spread of the principles of planned economy.
(2.2.6) Expansion of Public Finance - The expansion of public finance
is a major factor tending towards a planned economy. In brief, the
problem of finding additional resources to meet the ever-increasing
public expenditure without inflation leads to the central control of the
various sectors of the national economy such as production, consumption,
saving, investment, prices and wages. It is also possible to avoid
econcHnic fluctuations and to maintain economic stability through a proper
planning of public expenditure on a long-term basis.
(2.2.7) Break-up of World Economy - Before 1914, there was a uniform
world economy based on many common things like the gold standard, free
world markets and free movement of labor and capital. After 1914,
these things started disappearing and there were trade restrictions,
quotas, exchange control and licensing systems. The free flow of
capital from richer to poorer countries was interrupted and foreign
capital investments were considerably curtailed. This trend led back¬
ward, underdeveloped and over-populated countries like India to consider
economic planning as a means of developing and standing on their own
feet.
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In the post-war period, there has been a swing toward planning. If
we make a broad analysis of different economies of the world, we will
obseirve a definite and marked trend towards centralized economic plan¬
ning.
(2.3) Arguments against Planning - We have seen a strong case for
planning. We can also listen to those who speak against planning. The
arguments they put forward are given below:
John Jewkes is the most publicized critic of planning. He says,
"the only centrally planned econoaies, we have so far known, are those
of Russia, Germany and Italy which have finally produced societies in
which terror, sadistic cruelty and constant insecurity have been the
lot of all save the privileged few. In all of these countries, the
arts sickened, science withered, charity declined, the depths of human
wretchedness and a centrally planned economy have invariably gone
together."^ Bureaucracy and the growth of red-tapism is another good
argument provided by the anti-planners. This red-tapism will bring
loss to the efficiency of management. But, in my view, the danger of
red-tapism is ever3rwhere whether it is planned economy or unplanned.
It is often said that under a centrally planned economy there is
no incentive among workers to bring improvanents. This happens because
they are state employees and get fixed salaries. This happened in
India, too. But it has bhen checked by the central and state govern¬
ments by taking tough measures against those workers and rewarding
those who perform better.
i
John Jewkes, Ordeal by Planning (New York: Macmillan Co., 1948),
p. 8.
13
According to Professor Durbin, "the incentives to labor efficiency
instead of increasing will actually decrease under planned economy."^
It is pointed out that a planned economy requires a huge amount of
manpower simply to draw up the plan and then to make it work. Lewis
says, "we must have elaborate censuses, nvimerous forms and an array of
clerks. We cannot issue thousands of licenses rapidly without thousands
2
of clerks. The better we try to plan, the more planners we need." In
other words, Lewis wants to say that there is no need for such a manpower
in an unplanned economy, however, this is open to question. What about
all those top managers, advertisers, distributors, salesmen which an
unplanned economy maintains in order to function. Another objection to
planned economy is that it gives rise to dishonesty and corruption among
state employees. Meade says, "a system of direct quantitative control
is the breeding ground for dishonesty and corruption. It is the father
of black-markets and carries with it an insidious threat to public
3
morality." Personally, I think that there is no lack of corruption
and dishonesty in private business. For example, malpractices of
gigantic business tricks in the U.S.A. and elsewhere are well known.
It is further argued that under a planned economy, the consumer
1
E. F. M. Durbin, Problems of Economic Planning (Boston: Routledge
& Paul, 1955), p. 62.
2
W. A. Lewis, Principles of Economic Planning (Allen & Drwin, 1966),
p. 19.
3
J. E. Meade, Planning and The Price Mechanism (New York; Mac¬
millan, 1949), p. 17.
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loses his sovereignty. He cannot dictate, but accepts what is offered
to him. This might be true in communist countries. This argument does
not hold in India which is a democratic country. Moreover, the consumer
cannot dictate in some of the industrialized nations of the west, who
do not accept planning for development. The consumer has to accept
whatever is offered to him.
It appears from this discussion that the case for economic planning
is very strong. The under-developed countries can only develop through
planning. Countries such as Saudi-Arabia, Kuwait, and Iran which possess
vast amounts of oil wealth cannot really develop without proper planning.
It is through planning that they can get maximum use out of their petro¬
dollars .
(2.4) History of Planning in India - India's struggle for freedom
from the British was a long one. During the late colonial period there
was a deep and growing concern for the problems of poverty, protection
of the farmer and labor, the need for industrialization and the re-con~
stiruction of social and economic life. The only solution to these prob¬
lems was freedom. "To Mahatma Gandhi, freedom was not merely a polit¬
ical objective but the only condition for raising the masses of the
people from poverty and stagnation."^
The Indian National Congress in 1938 set up a National Planning
Committee nine years before independence. The work of the National
Planning Committee remained unfinished because of the outbreak of the
Second World War. "In 1944, India established a Planning and Development
-
Planning Commission, "The Planning Process" (New Delhi; Publi¬
cation Division, Government of India, 1963), p. 2
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Department. This department stimulated the preparation of post-war
reconstruction plans by departments of the central government as well as
by provinces and the larger princely states. A number of these provinces
and states had built up financial reserves during the war years from
which they could finance development plans. At that stage, the plans
were essentially collections of schemes and projects which were consid¬
ered worthwhile, and many of those were not worked out in detail. India
received its independence on August 15, 1947. One year after this an
Advisory Planning Board, set up by the government of India, attempted to
bring together the available material and recommended the establishment
of a National Planning Commission. The new constitution of India, drawn
up by the Constituent Assenbly, came into force in January, 1950. The
following month, the government announced the establishment of the Plan¬
ning Commission. The objectives of the Planning Commission are given
below:
1. Make an assessment of the material, capital and human resources
of the country, including technical personnel, and Investigate
the possibilities of augmenting those resources which are found
to be deficient in relation to the nation's requirements.
2. Formulate a plan for the most effective and balanced utilization
of the country's resources.
3. On a determination of priorities, define the stages in which
the plan should be carried out and propose the allocation of
resources for the due completion of each stage.
4. Indicate the factors which are tending to retard economic
development, and detexmine the conditions which, in view of the
16
current social and political situation, should be established
for the successful execution of the plan.
5. Determine the nature of machinery which will be necessary for
securing the successful implementation of each stage of the
plan in all its aspects.
6. Appraise from time to time the progress achieved in the execu¬
tion of each stage of the plan and recommend the adjustments
of policy and measures that such appraisal may show to be neces¬
sary.
7. Also make sure interim recommendations as appear to be appro¬
priate either for facilitating the discharge of the duties
assigned to it; or, on a consideration of the prevailing economic
conditions, current policies, measures and development programmes;
or, on an examination of such specific problems as may be refer¬
red to it for advice by central or state governments.
Since 1950, each plan has marked an important phase in India's eco¬
nomic history. India has now completed almost a quarter century of plan¬
ned development. This includes five years of the first plan (1951-56),
the second plan (1956-61), third plan (1961-66), five for the fourth
(1969-74) and one year of the fifth five-year plan (1974-79). Each of
the plans has a long term perspective in which planning Commission lays
down targets for each pl^ln in industry, agriculture, population, etc.
The progress during the first four five-year plans is discussed in the
next chapter.
CHAPTER III
PERFORMANCE OF THE FIRST FOUR PLANS
Planning, as pointed out earlier, is very important for under¬
developed economies of the world. India has completed over twenty years
of planned development. This chapter focuses attention on the perform¬
ance of the Indian economy over four five-year plans (1951-74) particu¬
larly, in agriculture, industry, transportation and communication sec¬
tors for the following reasons:
1. India is an agricultural economy. Her basic problem is related
to the performance of agriculture.
2. The rapid agricultural development is not possible without
modern inputs like fertilizers, pesticides. Irrigation and
agricultural machinery. This, in turn depends on the develop¬
ment of modem industries in the economy. The industrial sector,
thus, have considerable effect on the performance of the agri¬
cultural sector.
3. The industrial developments, in turn, heavily depends on link¬
ing the sources of raw materials and consumption of final indus¬
trial goods. This link is provided by transportation and commu¬
nications in the economy. So, it is desirable to review the
performance of all these sectors as an integral part of the
development process in the Indian economy.
In July, 1951, the Planning Commission presented a draft of the first
five-year plan (1951-56). The topmost priority was given to agriculture.
17
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followed by transport and communications, social seirvlces and Industry.
In the Industrial field, development was, for the most part, left to
private enterprise. The plan, however, laid down targets for forty-two
Industries. The total outlay during the plan period was estimated at
Rs. 23,560 millions.* Out of this 29.1 percent was for irrigation and
power, followed by transport and communication 26.4 percent, social
services twenty-one percent, agriculture and community development 14.8
percent. The total outlay of Rs. 23,560 millions was revised estimate.
Initial estimate was Rs. 19,600 million. This outlay was financed from
the following sources:
' TABLE 1
FINANCIAL RESOURCES FOR THE INITIAL ESTIMAIE
OF THE FIRST FIVE-YEAR PLAN (1951-56)
Rs (Millions)
Percent
Age of the Total
Taxation and surplus of Railways 7520 38
Market Borrowings 2050 10
Sknall Savings and Unfunded Debt 3040 16
Other Capital Receipts 910 5
External Assistance 1880 10
Deficit Financing 4200 21
Total 19600 100.0
Source: Planning Commission, Review of the First Five-Year Plan
(New Delhi: Publication Division, Government of India,
1955), p. 2.
*0ne American Dollar = Rs. 8.75.
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The contribution of railways out of current revenues to the financing
of their development program totaled Rs 1150 millions as compared to
RS 1700 millions which was provided initially in the plan. The state
government's contributions from revenues were Rs 2690 millions against
the estimate of Rs 4100 millions - a short fall of about thirty-four
percent. "External assistance available during the plan period was Rs
2960 millions. Of this, 1420 millions were in the form of loans and the
balance of Rs 1540 millions in the formii of grants. Of the total assist¬
ance of Rs 2960 millions about Rs 1880 millions were utilized during the
plan period, leaving a carry forward of Rs 1080 millions for the next
plan."^ The external assistance was mainly used for obtaining commodi¬
ties like wheat and steel and also equipment required for various develop¬
ment projects. Deficit financing originally provided in the plan was Rs
2900 millions. But actually deficit financing was Rs 4200 millions.
Thus we see that except for external assistance, all other sources for
financing the plan fell short of their initial estimates.
In spite of these financing difficulties, the economy did achieve
some progress during the period. The progress under major sectors of
the economy like industry, agriculture, national income, transport and
communication will be discussed.
(3.1) Procxess Achieved Under the First Five-Year Plan
(3.1.1) National Income - The National Income increased by about 17.5
percent during the five-year period. This increase was mainly in the
years 1953-54 and 1954-55 as a result of the large increase in
i
Planning Commission, Review of The First Five-Year Plan (New Delhi:
Publication Division, Government of India, 1955), p. 25.
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agricultural output. As much as thirteen percent of the increase in
national income was obtained by the end of the third year; in the last
two years the rate of increase diminished and in fact in 1955-56, the
Increase was nominal.
The net output of agricultural and allied fields
showed an increase of 14.7 percent in mining, manufac¬
turers and small enterprises showed an increase of 18.2
percent. The increase in commerce, transport and commu¬
nications was 18.6 percent and that in other services
23.7 percent. The per capita income during the plan period
showed an increase of 10.5 percent. The per capita level
of consumption had increased by no more than 8 percent.
The consumption of cereals per adult per day went up from
12.6 ounces in 1950-51 to 14.4 ounces in 1955-56 and of
cloth from 9.7 yards per head in 1950-51 to 16.4 yards per
head in 1955-56.1
(3.1.2) Agricultural Production - As shown in the table given below,
agricultural production showed impressive improveoaents during the plan
period. The output of food grains in 1955-56 reached 64.8 million tons
which was about 3 million tons above the target laid down in the plan.
The peak production of 68.8 million tons was attained in 1953-54. The
year 1954-55 was equally good. The output of cotton. Jute and oilseeds
also recorded substantial increases. Cotton Increased from 2.91 million
tons in 1950-51 to 4.50 million tons in 1955-56, the end of the plan
period. Increment in sugar cane production was not impressive, only .24
million tons during the plan period. Cultivation of tea also showed
impressive results. In the last column of the table of agricultural
production, the per annum rates of increase in each of the commodities
are given. Sugar cane Increase is only 0.86 percent per annum during
the first five-year plan. On the other hand, cotton shows highest per
1
Planning Commission, Review of The First Five-Year Plan (New Delhi:
Publication Division, Government of India, 1955), pp. 30-31.
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TABLE 2









Foodgrains (million tons) 50.0 64.8 29.6 5.92
Cotton (million tons) 2.91 4.00 37.5 7.5
Jute (million bales) 3.28 4.20 28.0 5.6
Sugar cane (million tons) 5.62 5.85 4.3 0.86
Tea (million pounds) 60.7 66.8 10.5 2.1
Source: Planning Commission, Review of the First Five-Year Plan
(New Delhi: Publication Division, Government of India,
1955), p. 40.
annum increase at 7.5 percent followed by foodgrains and jute.
(3.1.3) Industrial Production - Industrial production also Increased
steadily by about forty percent during the plan period. This was because
of raw materials that were available in excess quantities. Another
reason for Increase in the industrial production was better utilization
of capacity as well as some new investments. A number of new industries
such as oil refining, ship building, aircraft, railway wagons, penicllin
etc. were set up during the first plan. On the other hand, they were
unable to set up iron and steel plants or heavy electrical equipment
plants. The table below gives a detailed picture of industrial produc¬
tion during the plan period.
Highest percentage increase was in ammonium sulphate. This was
because agricultural production was entirely based on the amount and
quality of the fertilizers used. Bicycles production increased rapidly.
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TABLE 3









Finished Steel (thousand tons) 976 1274 30.5 6.1
Pig iron (thousand tons) 1572 1787 13.7 2.74
Cement (thousand tons) 2689 4592 70.8 14.16
Fertilizers (thousand tons)
a. Ammonium Sulphate 46 394 756.5 151.3
b. Superphosphates 55 71 29.1 5.82
Loccxaotives (in numbers) 3 179 - -
Automobiles ( in numbers) 16519 25 272 53.0 10.6
Aluminium (tons) 3677 7333 99 .4 19.88
Mill cloth (million yards) 3718 5102 37.2 7.44
Handloom cloth (million yards) 810 1449 79.0 15.8
Jute Manufacturers (1000 tons) 824 1054 28.0 5.6
Bicycles (lOOO's) 101 513 407.9 81.58
Sugar (thousand tons) 1064 1701 59.9 11.98
Sewing Machines (lOOO's) 33 111 236.3 47.26
Vanaspati (1000 tons) 153 276 80.4 16.08
Paper and Paper Board (1000 tons) 114 187 4.0 .8
Source: Planning Ccmnlsslon, Review of the First Five-Year Plan
(New Delhi: Publication Division, Government of India,
1955), pp. 46-47.
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followed by sewing machines whose percentage increase during the plan
period was 236.3 percent. Percentage increase in conent was also very
impressive.
(3.1.4) Transportation and Communication - During the first five-year
plan no targets were set in the communication sector. The planner's
attention was drawn toward communication development during the second
plan period. As far as transportation is concerned, the railway-system
was considerably strengthened. During the plan period 380 miles of new
lines was constructed and 46 miles of narrow gauge was converted into
metre gauge. The production of locomotives Increased from twenty-seven
in 1951-52 to 179 in 1955-56, of wagons from 3707 to 14,317 and of
coaches from 673 to 1221. The programs for road construction and road
transportation were also implemented. The planners lagged behind as
far as construction of ports and shipping industry is concerned.
In spite of this improvenent in agricultural and Industrial sectors,
the overall performance of the first five-year plan (1951-56) was not at
all Impressive. Prime Minister Nehru addressing the National Development
Council in September, 1957 said, "We had rather an easy time in the
first five-year plan because really we had not stretched ourselves. We
had not made any particular effort. We just took what was there and
called it a plan."^ During the plan, the rate of growth of Investment
did not keep pace with the rate of growth of the labor force. Thus un-
emplo}rment Increased. The economic inequalities during the plan period,
instead of lessening, actually increased thereby enlaring the gap between
-
M. L. Seth, Theory and Practice of Economic Planning (New Delhi:
(S. Chandler 6e Co., 1974), pp. 440-441.
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the rich and the poor. The rich became richer and the poor became poorer
The concentration of economic and financial power was in few hands.
Large production of food was not properly utilized. The first five-year
plan ended on March 31, 1956. The work on the second plan was already
underway.
(3.2) Second Five-Year Plan (1956-1961) - Professor P. C. Mahalanobls,
of the Indian Statistical Institute, Calcutta, was given the task of pre¬
paring a draft of the second five-year plan. He presented it on March 17
1955. This draft, after modification, was finally adopted by the Indian
Parliament in May, 1956, and came into force retroactively from April 1,
1956. The major objectives of the second five-year plan were sizable
increase in national income. Rapid industrialization with emphasis on
the development of basic and heavy industries, expansion of employment
opportunities and reduction of inequalities in income and wealth. As we
can see, these objectives are closely related to each other. In order
to achieve the above given objectives, that is to increase India's
national income by twenty-five percent, it was necessary to more than
double the net investment set forth in the first five-year plan. So
total investment estimated for the second five-year plan was Rs 62,000
millions. Of the total investment of Rs 62,000 millions, it was decided
to invest Rs 38,000 millions in the public sector and the balance of
Rs 24,000 millions in the private sector. But actual expenditure pro¬
posed for the public sector was Rs 48,000 millions. The distribution
of the outlay in the public sector is given below:
During the first five-year plan, forty-three percent of the total
outlay was for agriculture, irrigation and power. In contrast to this,
the main emphasis of the second five-year plan was on industry and mining
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TABLE 4
DISTRIBUTION OF THE OUTLAY OF THE SECOND FIVE-YEAR
PLAN (PUBLIC SECTOR) (1956-1961)










nity Development 3570 15.1 5680 11.8
Irrigation and Power 6610 28.1 9130 19.0
Industry and Mining 1790 7.6 8900 18.5
Transport and Communica¬
tion 5570 23.6 13850 28.9
Social Services 5530 22.6 9450 19.7
Miscellaneous 690 3.0 990 2.1
Total 23560 100.0 48000 100.0
Source: M. L. Seth,, Theory and Practice of Economic Plannins (New
Delhi: S. Chand & Co., 1974), p. 418.
which accounted for 18.5 percent of the total outlay as against only 7.6
percent in the first plan. The main reason given for this was that with¬
out proper development of India's basic and key industries, it would not
be possible to Increase national income rapidly and solve the problems
of unemployment. The total outlay of Rs 24,000 millions in the private
sector was split as given here. The highest allocation of Rs 10,000
millions in the private sector went to construction followed by industry
and mining with Rs 5750 millions, stocks Rs 4000 millions, agriculture
and small scale industries received Rs 3000 millions. The lowest allo¬
cation of the outlay in the private sector went to plantations, electricity
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undertakings and transport.
In May, 1958, resources available for financing the second plan
during the five-year period were Rs 42,600 millions, that is Rs 5400
millions less than the originally estimated amount. This is clear from
the table given below:
TABLE 5







(1) Domestic Budgetary Resources:
(a) Balance from current revenues 12000 7590
(b) Railway's contribution 1500 2500
(c) Loans and small savings 12000 9840
(d) Unfunded debt and Miscellaneous
Capital Receipts 2500 290
Total (a) to (d) 28000 20220
(2) External Assistance 8000 10380
(3) Deficit Financine 12000 12000
Total 48000 42800
Source: M. L. Seth, Theory and Practice of Economic Plannine (New
Delhi: S. Chandler 6e Co., 1974), p. 433.
The deficit of Rs 2400 millions was made up by the Commission
through additional taxation of Rs 1000 millions, loans and small savings
Rs 600 millions, economies in expenditure and collection of arrears of
taxation as well as loans of Rs 800 millions. The external assistance
was Rs 1880 millions in the first plan whereas during the second plan
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period it went up to Rs 10380 millions. This was a tremendous Increase
in foreign aid. The progress of the second five-year plan is discussed
below:
(3.2.1) National Income - During the first five-year plan because of the
record increase in agricultural production, national income increased by
eighteen percent as against the target of twelve percent. During the
second plan, on the other hand, the increase in national income was
twenty percent as against a target of twenty-five percent. National in¬
come (at 1960-61 prices) increased from Rs 12130 millions in 1955-56 to
Rs 14500 millions in 1960-61. The per capita income (at 1960-61 prices)
increased from Rs 306 in 1955-56 to Rs 330 in 1960-61.
(3.2.2) Agricultural Production - Agricultural production in the second
plan was designed to achieve greater diversification in agricultural
production, the plan emphasized spreading the knowledge of better tech¬
niques for agriculture to the farmers. The following table shows the
progress of agricultural production during the second plan.
TABLE 6
AGRICULTURAL PRODUCTION (AGGREGATE) OF
SECOND FIVE-YEAR PLAN (1950-61)
^ (In Million Tons)
Group 1950-51 1955-56 1960-61
All Crops 96 117 135
Food Crops 91 115 132
Other CroDS 106 120 142
Source: Planning Commission, A Draft Outline Third Five-Year Plan
(New Delhi: Publication Division, Government of India,
1961), pp. 31-32.
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As is evident from the table given, there was tranendous increase
in the food crops during the first plan period. Food crops increased
from 115 million tons at the end of the first plan to 132 million tons
at the end of the second plan. The production of major agricultural
conmodities is given in the table below:
TABLE 7
PRODUCTION OF MAJOR AGRICULTURAL COMMODITIES IN
THE SECOND PLAN (1950-51 TO 1960-61)
Item Unit 1950-51 1955-56 1960-61
Food grains million tons 52.2 65.8 76.0
Cotton million bales 2.9 4.0 5.1
Sugar cane million.tons 5.6 6.0 8.0
Oil seeds million tons 5.1 5.6 7.1
Jute million bales 3.3 4;2 4.0
Tea million pounds 613 678 725
Tobacco 1000 tons 257 298 300
Fish million tons 0.7 1.0 1.4
Source: Plannine Commission. Second Five-Year Plan (New Delhi:
Publication Division, Government of India, 1956), p. 302.
As is evident from the table, the production of food-grains (cereals
and pulses) rose from 65.8 million tons in 1955-56 to 76.0 million tons
in 1960-61. Production of cotton almost doubled from 2.9 million bales
in 1950-51 to 5.1 million bales in 1960-61, the end of the second plan
period. In other areas of agriculture like irrigation, irrigated area
increased from 56.2 million acres in 1955-56 to 70 million acres in
1960-61. The additional area benefiting from soil conservation measures
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during the second plan period was 2 million acres. About 4,000 seed
farms were established under a scheme to cover the entire cultivated
area of the country with improved seeds. The consumption of nitrogenous
fertilizers increased from 105,000 tons to 230,000 tons and of phosphatic
fertilizers from 13,000 tons to 70,000 tons between 1955-56 and 1960-61.
The co-operative movement also made considerable headway during the
second plan period. The number of primary agricultural credit societies
rose from 160,000 in 1955-56 to 210-000 in 1960-61; the amount of short
and medium credit rose frcm Rs 496 millions in 1955-56 to Rs 2000
millions in 1960-61. A number of useful experiments were initiated in
co-operative farming and a National Cooperative Farming Advisory Board
was set up to promote the growth of cooperative farming.
(3.2.3) Industrial Production - Industrial Production showed an impres¬
sive performance during the second five-year plan. This is evident from
the table given below:
TABLE 8
INDEX NUMBER OF INDUSTRIAL PRODUCTION IN THE
SECOND PLAN PERIOD (1955-56 TO 1960-61)
Group 1955-56 1960-61
General Index 139 194
Cotton Textiles 128 133
Iron and Steel 122 238
Machinery (all types) 192 503
Chemicals 179 288
Source: Planning Commission, Second Five-Year Plan (New Delhi:
Publication Division, Government of India, 1956), p. 304.
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The above table shows all round development in industry during the
second plan period. The progress in the production of all types of
machineiry is commendable. The index number of industrial production re¬
corded a cumulative rate of expansion of about seven percent per annum.
During the second plan, three new steel plants were established in the
public sector and two in the private sector were expanded. During the
second plan, the machine building industry improved tremendously. The
economy was producing progressively increasing quantities of machine
tools and machinery for use in agriculture and transport and for such
Industries as chemicals and pharmaceuticals, textiles, cement, jute, tea,
sugar, flour and oil mills, paper, mining, etc. A large variety of
electrical equipment and scientific instruments were also being produced
in the country.
Another indicator of the country's Industrial Develop¬
ment was the production of a growing number of new indus¬
trial items like Industrial boilers, melling machines,
tractors, Industrial explosives, sulpha and antibiotic
drugs, D.D.T., newspoint, motorcycles, cars and scooters,
calcium carbide, dyestuffs and staple fibres. There was
considerable progress in consumer industries manufacturing
durable items like automobiles, bicycles, motorcycles, .
scooters, fans, radios, electric lamps, and sewing machines.
(3.2.4) Transport and Communication - Agriculture and industrial sectors
of the economy cannot develop without an efficient network of transport
and communication. There was substantial expansion in road transport,
shipping and air services. An Indication of the development of the
transport services during the second plan period may be seen from the
table given below:
The construction of new railway lines Increased from 380 miles in
1
M. L. Seth, Ibid., pp. 442-443.
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TABLE 9
DEVELOPMENT OF THE TRANSPORT SERVICES DURING
SECOND PLAN PERIOD 1955-56 TO 1960-61
Item Unit 1955-56 1960-61
Railways:
New lines added miles 380 800
Locomotives 000 number 9.2 10.6
Coaches 000 number 23.2 28.2
Wagons 000 number 268.5 341,0
Passenger miles billions 38.8 48.6
Freight - carried million tons 114.0 154.0
Roads:
Surfaced Including national highways 000 miles 122.0 145.0
Unsurfaced highways 000 miles 195.0 250.0
Road Transport 000 numbers 166 210
Shipping Tonnage million ®T 148 .90
Maior Ports Capacity million tons 25 37
Source: Planning Commission, Third Five-Year Plan (New Delhi: Pub
lication Division, Government of India, 1961), p. 71.
1955-56 to 800 miles in 1960-61. Railway network was improved consid¬
erably during the second plan. Road transport also increased as was
ports capacity.
On the other hand, as far as communication facilities
are concerned, the number of post offices increased from
55,000 in 1955-56 to 77,000 in 1960-61, the number of tele¬
phones increased from 280,000 in 1955-56 to 460,000 in
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1960-61. Progress was also achieved in broadcasting.^
Despite these successes of the second plan (1956-1961) there was a
general feeling of disappointment with progress achieved so far. Refer¬
ring to this feeling of disappointment with the achievements of the
second plan, Prime Minister Nehru, at a press conference on September
12, 1961, said:
I do not see any reason whatever for this feeling of dis¬
appointment. What we have done in agriculture, in heavy or
light industries, in education and health, is by almost any
standard exceedingly creditable and sometimes quite remark¬
able.
The target with respect to national income had not been achieved. It
fell short of five percent. The outlay in the public sector also failed
to reach the level prescribed in the plan. The actual outlay during the
plan period was Rs 46000 millions instead of Rs 48000 millions as said
in the plan. The actual output of the three public sector steel plants
was only 0.6 million tons at the end of the plan against the target of
two million tons. Similarly other targets, like those of minerals,
power and machine building, could not be achieved. The production of
fertilizers which could substantially increase agricultural productivity,
had also fallen short of expectations. Thus, the actual rate of economic
growth achieved during the second plan was 3.5 percent per annum against
the target of five percent. This was one-third of China's 9.5 percent
rate of growth during the same period. Such a low rate of growth could
hardly deal with the problem of poverty.
(3.3) Third Five-Year Plan (1961-66) - In July, 1960, the Planning
Commission of India published a draft outline of the third five-year
1
M. L. Seth, Ibid., p. 445.
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plan. The final version received the approval of Parliament on August
31, 1961. It came into force from 1st April, 1961. The main objectives
of the plan were to increase national income by five percent per annum;
to achieve self-sufficiency in food-grains and increase agricultural
productivity to meet the requirements of industry and export; to expand
basic industries like steel, chemical industries, fuel, power and machine
building capacity, expand the employment opportunities, and reduce dis¬
parities in income and wealth. In terms of total outlay, the size of
the third plan was Rs 116,000 millions. Of this Rs 75,000 millions for
public sector and Rs 41,000 millions for private sector. The financial
outlay of Rs 75,000 millions in the public sector was distributed as
follows:
TABLE 10
FINANCIAL OUTLAY OF THE THIRD FIVE-YEAR PLAN
(PUBLIC SECTOR) (1961-66)
(Rs Millions)
Second1 Plan Third Plan
Total Total
Expen- Per- Expen- Per-
Head diture centaee diture centage
Agriculture and Community Development 5300 11 10680 14
Major and Medium Irrigation 4200 9 6500 9
Power 4450 10 10120 13
Village & Small Scale Industry 1750 4 2640 4
Organized Industry and Minerals 9000 20 15200 20
Transport & Communication 13000 28 14860 20
Social Service & Miscellaneous 8300 18 13000 17
Inventories 2000 3
Total 46000 100 75000 100
Source: Planning Commission, Third Five-Year Plan (New Delhi: Pub¬
lication Division, Government of India, 1961), p. 93.
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As is clear from the table, the highest allocation was given to
organized industry and minerals, that is twenty percent of the total
outlay in the public sector, followed by transport and communication
twenty percent, social services seventeen percent and agriculture and
community development fourteen percent during the third five-year plan.
TABLE 11











Agriculture 2750 6750 8500
Power 400 400 500
Transport 850 - 2500
Village and Snail Scale Industry 1000 2250 3250
Large and Medium Industry and
Minerals 5750 7250 11000
Housing and Construction 9250 10000 11250
Inventories 4000 5000 6000
Total 24000 33000 43000
Source: Planning Commission, Third Five-Year Plan (New Delhi: Pub¬
lication Division, Government of India, 1961), p. 90.
From the above two tables, it is clear that the third plan was
mainly industry oriented. Estimated outlay for large and medium industry
in the private sector was Rs 11000 millions as compared to Rs 7250 mil¬
lions during the second plan (revised estimates). Housing and construc¬
tion had the highest priority in the private sector during the third plan.
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Agricultural outlay In the private sector was Rs 8,500 millions as com¬
pared to Rs 6,750 millions during the second plan. The table given below
shows how the financial outlay of Rs 75000 millions in the public sector
for the third plan was raised:
TABLE 12
SOURCES FOR THE FINANCIAL OUTLAY OF THE THIRD
FIVE-YEAR PLAN (1961-66)
(Rs in Millions)
Item Centre States Total
Balance from current Revenues (excluding
additional taxation) 4100 1400 5500
Contribution from Railways 1000 - 1000
Surplus from other Public Enterprises 3000 1500 4500
Loans from Public 4750 3250 8000
Small Savings 2130 3870 6000
Provident Funds 1830 820 2650
Steel Equalization Fund 1050 - 1050
Balance of Miscellaneous - capital receipts
over non plan disbursement) 4280 -2580 1700
Additional Taxation 11000 6100 17100
External Assistance 22000 - 22000
Deficit Financing 5240 260 5500
Total 60380 14620 75000
Source; Planning Commission, Third Five-Year Plan. (New Delhi;
Publication Division, Government of India, 1961), Chapter
VI, p. 95.
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As Is evident from the table, the highest source of financing the
public sector In the third plan was exteimal assistance, (Rs 22000
millions.) Thus our dependence on foreign aid had been Increasing from
plan to plan. In addition to this requirement of foreign aid for the
plan projects, there were the general needs of the economy for raw-
materials, components eind replacement machinery. The progress achieved
by the Indian economy through the third plan is discussed below.
(3.3.1) Progress of the Third Five-Year Plan (1961-1966) - The third
plan faced a lot of difficulties right after it came into force in April,
1961. There was a balance of pa3mient crisis which affected the import
of raw-materials needed by industry. This was followed by a coal and
power crisis which affected the industrial production schedule. Agri¬
culture did not respond favorably, and China attacked India in 1962,
disrupting the whole program. Taking all these problems into consid¬
eration the progress of the third plan is discussed below. This progress
account is based on third plan review docxmient.
(3.3.2) Progress in 1961-62 - The overall performance of the plan was
unsatisfactory during the first year. There was short fall in the out¬
put of all goods and services. Major irrigation projects were not fully
utilized and agricultural production increased by only 1.6 percent
against the target of six percent. As regards to industry, production
rose by eight percent in 1961-62 and only in jute and textile it was
fourteen percent. Cement output was 8.1 million tons against the target
of nine million tons. The steel output was three million tons against
the target of 3.57 million tons. Taking all this into consideration,
the National Income in (1961-62) increased only by 2.6 percent against
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the target of five percent.
(3.3.3) Progress in 1962-63 - With the difficulties of 1961-62 there
came more complications, the biggest one was the Sino-Indian border con¬
flict in October, 1962. Emergency was declared in the country. Oppo¬
sition parties called for an end to the plan. Prime Minister Nehru was
against it because he said, '*rhe basis of the plan is to strengthen the
Nation." Still the National Development Council voted to take some
measures to meet the needs of emergency. The following industries were
given special attention - alloy and special steel, steel casting, pig
iron, heavy structurals, shovels and earth moving equiiment, machine
tools, industrial explosives, trucks and Jeeps and automobiles and heavy
electricals. In other words the whole industry was mobilized to meet
the defense requirements. Because of this, the target for the cenent,
fertilizers, steel, heavy electrical, general engineering and plates,
vessels and structural industries could not be realized. In view of the
unsatisfactory progress in Industry and agriculture, national Income in
1962-63 grew only 2.4 percent which was just half of the target of the
third plan. In December, 1963, the planning ccxnmission placed its mid¬
term appraisal of the plan before the National Development Council. The
main parts in national income, industry, agriculture and transport were
as follows: The first two years of the third plan showed an Increase
in national income by 2.5 percent against the target of five percent,
which in fact was a very poor achievement. This was mainly due to agri¬
cultural setbacks and price rise.
During the third plan, the greatest emphasis was given to agricul¬
ture, which is the primary means of economic growth in a country. During
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the first two years of the plan, seasonal conditions were not favorable.
Food grain production, which had gone up to 79.7 million tons in 1961-62,
declined to 77.5 million tons in 1962-63. However, there was an Increase
in the area benefiting from minor irrigation programs by seven million
acres, soil conservation programs 4.4 million acres. Improved seeds
forty-six million acres, green manuring 12.3 million acres, plant pro¬
tection measure six million acres and increase in the supply of nitro¬
genous fertilizers from 200,000 tons to 450,000 tons.
In the field of industry, the general index of industrial production
increased by 6.5 percent in 1961-62 and eight percent in 1962-63 as
against the target of eleven percent in the third plan. Progress in the
private sector was unsatisfactory. As far as transportation is concerned
there had been, in particular, improvement in the coal transport position.
In view of the emergency, road programs were considerably expanded.
(3.3.3) Progress in 1963-64 - The increase in the index of wholesale ?
prices during 1963-64 was much higher than in any other year since the
commencement of planning in 1951. This was mainly due to the wide gap
between denand and supply. On the supply side, agricultural as well as
industrial production was stagnant. Agricultural production declined by
3.3 percent from the previous years. On the demand side, the substan¬
tially larger outlays on defense and development, higher level of indus¬
trial activity and increase in incomes and emplo3nnent as well as the
continuing growth in population and urbanization tended to swell aggre¬
gate demand. Thus an Increase in aggregate denand accompanied by stag¬
nant farm production was bound to increase inflationary pressures in the
economy.
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(3.3.4) Progress in 1964-65 - During this year the general level of
prices had risen by 8.7 percent and at the same time there was a con¬
siderable increase of both agricultural output and national income.
Agricultural production increased by 10.5 percent in 1964-65. The pro¬
duction of food-grains was 88.4 millions in 1964-65. Industrial produc¬
tion increased by seven percent in 1964-65 against 8.5 percent in 1963-
64 and 7.7 percent in 1962-63. The main feature of the industrial sec¬
tor was impressive increases in such industries as autcmobiles, motor¬
cycles and scooters, bicycles, sewing machines, power transformers,
electric motors, electric fans, radio receivers. Output rose in tea and
sugar production. The national Income in real terms had risen by 7.3
percent as compared to 4.5 percent in 1963-64 and 2.2 percent on average
during the first four years of the plan.
(3.3.5) Progress in 1965-66 - This was again a bad year for the plan.
Weather conditions led to shortfalls in agriculture. Production of food
grains in 1965-66 was estimated at 76 million tons as against the target
of 100 million tons. Then there was a war with Pakistan in 1965.
Foreign aid ceased and the rise in national income was very low. In
the field of industiry, the cotton textile production was estimated at
5250 million yards against the target of 5800 million yards.
On the other hand the freight traffic carried by the railways was
about 206 million tons instead of 249 million tons targeted for. The
total length of surfaced roads was 177,300 miles by the end of 1965-66
against 146,512 miles in 1961.
The targets and achievements in the year 1965-66 in agriculture,
irrigation, industry and mining and transportation and communication are
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discussed. The achievements in agriculture during the third plan are
shown below:
TABLE 13
AGRICULTURAL PRODUCTION AT THE END OF THE
THIRD FIVE-YEAR PLAN (1965-66)
Item Unit Tareet Achievement
Food-grain Million tons 100.0 72.0
Cotton Million bales 7.0 4.8
Jute Million bales 6.2 4.5
Sugar cane Million tons 10.2 12.0
Oilseeds Million tons 10.0 6.4
Tea Million kilograms 408 373
Coffee 000 tons 80 62
Rubber 000 tons 45.7 50.0
Source: Planning Commission, Review of the Third Five-Year Plan
(Publication Division, Government of India, 1966) p. 97.
The table shows a shortfall in all the agricultural targets except
sugar cane and rubber. The failure on the food front was the most
serious, the actual food-grains production in 1965-66 being only 72.0
million against the target of 100 million tons. The achievements in
irrigation and power during the third plan period are shown in Table
number fourteen.
The table shows shortfalls in all items except in the case of number
of towns and villages electrified during the third plan. The achievements
in the field of industry and mining are given in Table fifteen.
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TABLE 14
IRRIGATION AND POWER TARGETS AND ACHIEVEMENTS
FOR THE THIRD PLAN (1965-66)
Target Achievement
1965-66 1965-66
Major and medium irrigation
Schemes potential at channel
Outlets — million hectares 11.9 7.1
Utilization million hectares 9.2 5.5
Area irrigated million hectares 36.4 26.4
Electricity (installed
capacity) million KWH 12.7 10.2
No. of towns and villages
electrified 000 nos 43.0 50.0
Source: Planning Commission, India. Pocket Book of Economic Infor¬
mation (Publication Division, Government of India, 1971),
p. 30.
Table number fifteen shows shortfall in all the industrial and
mining targets set for the third plan. But the most serious shortfalls
occurred in coal, iron ore, finished steel, cement, fertilizers, paper
and paper board and vanaspati. The actual coal production in 1965-66
was 70.3 million tons as against the target of ninety-seven million tons.
The achievements in transport and communication during the third plan
are shown in table sixteen.
Table number sixteen reveals a better picture for transportation
because some of the targets were fulfilled. Surfaced roads increased
from 275.8 thousand kilometers to 284 thousand kilometers. The number
of commercial vehicles increased to 333 thousands as against a target of
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TABLE 15
INDUSTRY AND MINING TARGETS AND ACHIEVEMENTS
FOR THE THIRD PLAN (1965-66)





Coal million tons 97.0 70.3
Iron ore million tons 30.0 23.0
Finished steel million tons 7.6 6.9 5.6 4.5
Pig Iron (for sale) million tons 1.5 1.5 1.2 1.2
Cement million tons 15.3 13.2 12.0 10.8
Aluminiun 000 tons 88.5 81.0 73.3 62.1
Automobiles 000 nos 100 100 97 71
Sewing machines 000 nos 700 700 442 430
Nitrogenous fertillzersOOO tons 1016 812 585 233
Phosphatic fertilizers 000 tons 508 406 237 122
Paper and paper board 000 tons 833 711 669 558
Petroleum products million tons 10.8 9.9 10.5 9.4
Cotton cloth (mill) million metres 225* 5300 205* 4410
Jute textiles 000 tons 1219 1321 1219 1302
Sugar million tons 3.55 3.55 3.22 3.50
Vanasoati 000 tons 550 500 447 398
Thousand Looms
Source: Planning Commission, India Pocket Book of Economic Infor¬
mation (New Delhi: Publication Division, Government of
India, 1971), p. 298.
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TABLE 16
TRANSPORT AND COMMUNICATIONS TARGETS AND ACHIEVE¬




Railway freight originating million tons 249 203
Surfaced roads 000 Km. 275.8 284,0
Commercial vehicles 000 nos. 365 333
Shipping million GRT 1.1 1.5
Major ports (capacity) million tons 49.8 50.2
Post offices 000 nos. 94 97
Telegraph offices 000 nos. 9.0 8.8
Source: Planning Commission, India Pocket Book of Economic Infor¬
mation (New Delhi: Publication Division, Government of
India, 1971), p. 299.
365. Capacity in the major ports increased too.
The lack of progress shown by the third plan shows point blank that
Indian efforts for planned development have failed. The overall per¬
formance was very unsatisfactory. The average growth rate was two per¬
cent as against a target of five percent. In a country like India the
growth of national income depends upon agricultural production. Agri¬
cultural targets were not achieved because of bad weather and also due
to reluctance shown by the state government in implementing land reforms.
There was no planning in India between (1966-69) because the country was
hit by severe draughts. Monsoons failed and thus affected the agricul¬
tural production badly. So the government called (1966 to 1969) as plan
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holiday period.
(3.4) Fourth Five-Year Plan (1969-74) - Taking the above discussion
into consideration special attention was given to the preparation of the
fourth five-year plan of India. Drafts were revised several times be¬
fore the plan was presented to Parliament on May 18, 1970. Prime Minister
Indira Gandhi said, "The fourth plan represents a conscious, internally
consistent and carefully thought out programme for the most efficient
exploitation of our resources possible in existing conditions. The
basic aim is to raise the standard of living of the people, especially
of the less privileged sections of society." The main objective of the
fourth plan was econanic growth with stability and social justice. Sta¬
bility was mainly related to price stability. Other concrete objectives
were obtaining annual rates of growth in net domestic product of over
5.5 percent, in agricultural productions of five percent and in indus¬
trial production; eight to ten percent raising the investment-income
ratio from 11.3 percent in 1968-69 to 14.5 percent in 1973-74. Reduction
of foreign aid and interest payments to one-half of the prevailing level
by the end of the fourth plan. In order to achieve these objectives the
size of the fourth plan (1969-74) was much larger than previous plans.
The aggregate outlay of the revised plan was Rs. 248,820 millions. Of
this Rs 159,020 millions were allocated for the public sector and Rs
89,800 millions for the private sector. The table given below stuns up
the revised allocation of resources between the public and the private
sectors.
It is evident from the table that the total change in the public
sector outlay was Rs 15,040 millions. It was Rs 143,980 millions in draft
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TABLE 17
CHANGED ALLOCATION OF RESOURCES BETWEEN THE PUBLIC AND
PRIVATE SECTORS OF THE FOURTH PLAN (1969-74)
XlnmillionsofRu2|e^
Draft Plan Revised Plan Change
Public Sector 143,980 159,020 +15,040
Centre 79,340 88,710 + 9,370
States 60,660 66,660 + 5,400
Union Territory 3,980 4,250 + 270
Private Sector 100,000 89,800 -10,200
Total Outlay 243.980 248.820 + 4.840
Source: Planning Commission, Fourth Five-Year Plan (New Delhi:
Publication Division, Government of India, 1969), p. 71.
plan and Rs 159,020 millions in the revised plan. On the other hand the
change in the private sector was negative. That is it was Rs 10,200
millions less in the revised plan than the draft plan. The table given
on the next page explains the distribution of the public sector outlay
during the fourth plan period (1969-74).
The table is self explanatory. The largest outlay, Rs 33,377 10
millions, had been allocated to industry and minerals. Transport and
communications was allocated an investment of Rs 32372.60 millions.
Agriculture and allied sectors was the third item with an outlay of
Rs 27281.80 millions in the fourth plan. The following table gives the
distribution of outlay of Rs 89,800 millions in the Private Sector.
It is evident frcxn the table that the private sector placed main
emphasis on social service and other programmes during the fourth plan
followed by industry and minerals, agriculture and allied sectors.
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TABLE 18
DISTRIBUTION OF THE PUBLIC SECTOR OUTLAY DURING
THE FOURTH PLAN PERIOD (1969-74)
(Rupees In millions)






Sectors 11042.60 1268.30 715.80 14255.10 27281.80
Irrigation and Flood
Control 235 .00 126.80 10503.90 10865.70
Power 4247.20 220 817.80 19190.70 24475.70
Village and Small
Industries 1486.50 51 104.10 1289.70 2931.30
Industiry and Minerals 31508.60 — 37.90 1830.60 33377.10
Transport and Commu¬
nications 26220 420 907.20 4825 .40 32372.60
Education 2410 300 517.70 4998.90 8226.60
Scientific Research 1402.60 ‘ w - — 1402.60
Health 535 1765 192.80 1857.50 4350.30
Family Planning — 3150 — — 3150
Water Supply & Sanita¬
tion 38 20 433.30 3566.6 4057.90
Housing, Urban &
Regional Development 486 — 213.30 1671 2370.30
Welfare of Backward
losses 5.00 595 49.50 774.30 1423.80
Social Welfare 274.30 20 14.10 105 .40 413.80
Labor, Welfare & 100 — 28.80 270.20 399
Other proeramming 906.80 90.90 925.40 1923.10
Total 80897.60 7809.30 4250 66064.70 159.020
Source; Planning Commission, Fourth Five Year Plan (New Delhi: Pub¬
lication Division, Government of India, 1969), p. 73.
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TABLE 19
DISTRIBUTICKl OF THE PRIVATE SECTOR OUTLAY





Agriculture and Allied Sectors 16000
Irrigation and Flood Control
Power 750
Village and Small Scale Industries 5600
Industry and Minerals 20000
Transport and Communications 9200
Social Service and Other Programmes 22250
Inventories 16000
Total 89800
Source: Planning Conmlsslon, Fourth Five-Year Plan (New Delhi:
Publication Division, Government of India, 1969), p. 74
The table explaining the finances of the public sector of the fourth plan
(1969-74) Is given In Table 20. It Is clear from the table that the
external assistance during the fourth plan was Rs 26140 millions, a
record high However, It was In the fourth plan that they decided to
cut down the foreign aid, beginning with the fifth plan period. The
progress achieved through the fourth five-year plan Is discussed below.
(3.4.1) Progress of the Fourth Five-Year Plan (1969-74) - The complete
data on the progress of the fourth plan Is not available. In spite of a
letter to the planning conmlsslon.
(3.4.2) Agriculture Production - The main objective of the fourth plan
was to create conditions which would bring about a continuous Increase
of about five percent per annum over the next decade. In food-grains
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TABLE 20
FINANCIAL RESOURCES FOR THE FOURTH PLAN PUBLIC SECTOR
(1969-74)






Domestic Budgetary Resources of 1960-70 79820 87340
Additional Resource Levels of Taxation
Mobilization 27090 31980
L.I.C. Loans and Market Borrowings 3430 5060
Deficit ^Financing 8500 8500
External Assistance 25140 26140
Total 143980 159020
Source: Planning Ccmunission, Fourth Five-Year Plan (New Delhi:
Publication Division, Government of India, 1969), p. 76.
the fourth plan set a production level of 98 million tons in the base
year leading to 129 million tons in the last year of the plan. With
this level of production the growth rate per annum was 3.1 percent
against the target of 5.6 percent per annum. During the fourth plan,
in order to increase the production of food-grains, major emphasis was
given to high-yielding varieties programs. Against the target of thirty-
one million tons in food-grains, twenty-one million tons was predicted
to be produced with the success of high-yielding varieties in respect to
area coverage.
It is evident from the table that overall progress in coverage of
area by high yielding varieties was satisfactory, it was not uniform
for all crops. The coverage under wheat was sufficient. The progress
of maize and jowar however, was far below the target. The coverage of
49
TABLE 21
FOURTH PLAN TARGETS AND ACHIEVEMENTS OF THE AREA




1968-69 1969-70 1970-71 1971-72 1972-73 1973-74
4th Plan Esti- Achieve-
Crop Target mate ments
(0) (1) (2) (3) (4) (5) (6) (7)
Rice 2.60 10.10 4.34 5.59 7.41 8.64 9.50
Wheat 4.80 7.70 4.92 6.48 7.86 10.24 10.80
Maize 0.40 1.20 0.42 0.46 0.44 0.50 0.60
Jowar 0.70 3.20 0.56 0.80 0.69 0.90 1.10
Baira 0.70 2.80 1.10 2.05 1.77 2.25 3.00
Source: Planning Commission, Fourth Five-Year Plan (New Delhi:
Publication Division, Government of India, 1969), p. 80.
Bajra progressed in spite of pests and diseases. The position of rice
was also satisfactory. Rice was produced in record quantities in north
India during the fourth plan. Now let us look into the actual produc¬
tion of food-grains in detail against the targets during the fourth
plan. Figures are given in Table 22.
As is evident from Table 22, the performance of individual food-
grains crops in the fourth plan period was very uneven. The table
shows the assumed base, the target and actual level of production for
various food-grain crops. In the case of wheat the achieved production
of thirty million tons was more than the target of twenty-four million
tons. In the case of bajra, the achievement was 6.5 million tons
against the target of seven million tons which seems to be satisfactory.
In rice and maize the achievement was below the target. In pulses, the
TABLE 22





























Rice 39.00 52.00 39.76 40.43 42.22 43.07 38.63 44.0 5.9 2.4 2.1
Wheat 18.00 24.00 18.65 20.09 23.83 26.41 24.91 30.0 5.9 10.8 10.0
Maize 6.20 8.00 5.70 5.67 7.48 5.10 6.21 6.5 5.2 0.9 2.7
Jowar 10.00 15.00 9.89 9.72 8.10 7.72 6.44 9.5 8.5 -1.0 -0.6
Bajra 5.10 7.00 3.80 5.33 8.03 5.32 3.80 6.5 6.5 5.0 11.3
Other
Cereals 7.20 8.00 5.88 6.57 6.94 6.46 5.71 6.0 2.1 -3.6 0.4
Pulses 12.50 15.00 10.42 11.69 11.82 11.09 9.49 11.5 3.7 -1.6 2.0
Total 98.00 129.00 94.10 99.50 108.41 105.17 95.20 114.0 5.6 3.1 3.9
Source: Planning Commission, Draft Fifth Five-Year Plan (New Delhi: Publication Division, Govern¬
ment of India, 1974) Annexure 1, p. 46.
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production was even less than the base year of 1968-69. Thus, as said
in the beginning the production target of 129 million tons during the
fourth plan was never realized. Only 114 million tons of food-grain was
produced.
(3.4.3) Industrial Production - When the fourth plan was enforced the
Indian economy was recovering from a period of recession. There was
considerable under-utilized capacity in the Industrial sector, partic¬
ularly the capital goods and engineering Industries. So in the fourth
plan their objective was better-utilization of existing capacity. This
would lead to higher production in the early years of the plan. They
decided to create new capacity during the later years.
In order to achieve those objectives, the investment in the fourth
plan was Rs 30,500 millions in the public sector and Rs 22,500 millions
in the private sector. The bulk of the public sector investment was
proposed for industries like steel, non-ferrous metals, fertilizers,
petro-chemicals, petroleum and iron-ore development. In other industries
like cement, paper, sugar, industrial machinery and light engineering,
the private sector made some investments. A growth rate of eight to
ten percent in industrial production was to be achieved during the
fourth plan. However, the performance was below these expectations.
The growth rate of industrial production declined from 6.8 percent in
1969-70 to 3.7 percent in 1970-71, but Increased to 4.5 percent in 1971-
72 and was estimated at around five percent in 1972-73. The growth rate
during the fourth plan is below the target level of eight to ten percent.
This is clear from Table 23.
Table 23 shows targets/production estimates projected for the fourth
TABLE 23


















Steel ingots million tons 6.53 6.5 12.0 10.8 10.6 7.14
Finished Steel million tons 4.51 4.7 9.0 8.1 8.1 5.44
Rig iron forsalc million tons 1.2 1.3 4.2 3.8 1.65 1.8
Alloy 6e special steel 000 tons 40 43 250 220 450 400
Non Ferrous Metals
Aluminum 000 tons 62.1 125.3 230 220 195 190
Copper 000 tons 9.4 9.4 47.5 31 57 18
Nickel 000 tons - - — - - -
Zinc 000 tons - 26.3 76 70 38 28
Lead 000 tons - 1.9 - - - 3
Industrial Machinery
Chenical plan and pharma¬

















Printing Machinery Rs million 1 100 80 25 15
Rubber Machinery Rs million 1.4 1.7 150 120 122 50
Paper & Pulp Machine Rs million 16.8 27 150 135 130 100
Machine Tools Rs million 294 247 760 650 950 650
Heavy metallurgical
machinery 000 tons 11 25 * 75 90 30
Coal and other mining
machinery Rs million 30.6 48 * 130 290 120
Cotton textile
machinery Rs million 216 138 * 450 500 350
Cement machineiy Rs million 49 81.8 * 190 260 50
Lugar machinery Rs million 77 118 * 210 230 200
Ship Building 000 ®T 28.3 18.7 - 53 100 46
Agricultural Tractors 000 NOS 6.3 15 68 50 47 40
Power Trillers 000 NOS - 0.5 35 25 36 2
Crawler Tractors NOS - - * 1200 340 325
Dumber and Scrapers NOS - - * 500 520 320
TABLE 23 (cont'd)
1 II 1 II










Steel castings 000 tons 57 50.4 * 225 160 80
Steel forgings 000 tons 68 44.5 * 220 200 86
Welding Electrodes Million metres 200 182 * * * 400
Ball 6e roller bearings Million NOS 8.3 12.7 * 20 23.45 22.5
Automobile & acullary
industries
Commercial vehicles 000 NOS 35.3 35.6 * 85 73.4 48
Passenger cars 000 NOS 24.79 37.3 * * 47.4 42
Motorcycles scooters 000 NOS 40.7 85.6 * 210 200 184
Auto ancellarles Rs million 497 842 * * 2000 1700
Road Rollers NOS 1116 198 * * 1900 900
Diesel Locomotives NOS 39 87 - 204 - 184
Electric Locomotives NOS 32 48 - 70 - 65
Ra^^pav Coaches NOS 1401 1275 - 1450 - 1450
Ul
■!>
Specific Target was not fixed.
Estimated
Source: Planning Commission, Draft Fifth Five-Year Plan (New Delhi:
of India, 1974), Annexure III, pp. 156-157.
Publication Division, Government
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plan and the achievements in respect of scmie of the important industries.
In the iron and steel Industries the target was 10.8 million tons of
steel ingots against the achievement of 7.14 million tons in 1973-74 that
is the end of the fourth plan. In finished steel, the achievement was
5.44 million tons against the target of 8.1 million tons in the fourth
plan. However, production in alloy and special steel was impressive.
The production was 400 thousand tons against the target of 220 thousand
tons during the fourth plan. They failed to reach their targets in non-
ferrous metals. In the field of industrial machinery, the picture was
bad except machine tools in which the achievement was Rs 650 million
against the target of Rs 650 million. Th^ missed their target in coal
and mining machinery by only ten million rupees. In agricultural trac¬
tors the achievement was forty thousand against a target of fifty thousand
in 1973-74. However, the achievements were satisfactory in railway
coaches, electric locomotives, diesel locomotives, and road rollers.
Over all, a number of factors have contributed to this unsatisfactory
growth in industrial production. Production was less in some of the sec¬
tors because of inadequate capacity. In some of the areas there were
operational problens, design deficiencies, lack of maintenance. There
was also shortage of steel and non-ferrous metals. More recently shortage
of power in India is another reason for lower production. There was also
a shortfall of investment in iron and steel, non-ferrous metals, ferti¬
lizers and coal. The major reason for all this was inadequate prepara¬
tory work. Now let us look into the transport and communications sector
of this fourth plan. This sector is very important to the economic
development of a country.
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(3.4.4) Transport and Communications - The process of expansion of
transportation has shifted from one plan to another. But since 1960,
there had been some changes in the relative share of rail and road trans¬
port in the total traiffic. The share of roads in the total traffic, both
passenger and goods, has been increasing faster than that of railways
even though, in absolute terms, traffic on both sides has increased. The
growth and relative shares of rail and road in goods and passenger traffic
is shown in Table nvunber twenty four.
It is clear from Table 24 that the kilometers railway is greater
than that of roads. However, if we look at their percentage increase we
find that in 1960-61 railways had 83.8 percent whereas road transport
only had 16.2 percent. By 1973-74, railways transportation was 50.9 per¬
cent against 49.1 of the road transportation. However, railways will
continue to play a dominant role in the Indian econon^. It was antici¬
pated that at the end of the fourth plan, the railway system will have a
total route length of about 61000 kilometers. The data for actual
achievement in this particular field is not available despite a letter
to the planning commission of India, New-Delhi. Freight traffic target
of the fourth plan was 240.5 million tons against the estimated achieve¬
ment of 215 million tons by the end of 1973-74.
The anticipated expenditure in roads during the fourth plan was
Rs 8100 millions, of which Rs 2840 millions was in the central sector
and Rs 5260 millions was in the state sector. In the fourth plan it
was planned to complete sixteen major bridges, conplete all the missing
road links, improve the bad roads and widen all important highways to
two lanes. At the beginning of the fourth plan, the total length of the
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TABLE 24











Goods Traffic (Billion Ton-Kilometres)
1960-61 88 17 83.8 16.2
1965-66 117 34 77.5 22.5
1968-69 125 40 75.8 24.2
1973-74 147 65 69.3 30.7
Passenger Traffic (Billion Passenger Kilometres)
1960-61 78 57 57.8 42.2
1965-66 96 82 53.9 46.1
1968-69 107 98 52.2 47.8
1973-74 135 130 50.9 49.1
Source: Planning Commission, Draft Fifth Five-Year Plan (New Delhi
Publication Division, Government of India, 1974), Chapter
p. 171.
national highway in the country was 24,000 kilometers and during the
fourth plan period 4800 kilometers of new national highways were added.
In the fourth plan traffic handled by major ports was to increase from
fifty-five million tons in 1968-69 to about seventy-seven million tons
in 1973-74. However, the actual achievement was only sixty-five million
tons in 1973-74. A number of new major port projects were taken up during
the fourth plan period.
In the fourth plan it was planned that Indian shipping tonnage would
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increase from 2.14 million GRT in 1968-69 to 3.50 million GRT in 1973-74.
However, by the end of 1973-74, the net operative shipping tonnage was
expected to reach 3.00 million GRT. The fourth plan also included a pro¬
vision of Rs 120 million for the development of Inland water transport.
As in other countries, civil aviation in India has been making rapid
progress. The passenger traffic by Indian Airlines in the past ten years
has been growing at the rate of ten to eleven percent per annum as com¬
pared to the growth rate of four to five percent in railways and to seven
to eight percent in bus transport.
Development of commerce aid Industry and also efficient administra¬
tion depends to a very large extent on the availability of a proper com¬
munication system. Since the commencement of five-year plans, each plan
has placed heavy emphasis on an efficient system of communications in
India. The number of telephones (direct exchange lines) in the country
has increased continuously. It increased from 810 thousand at the end of
1968-69 to about 1,300 thousand at the end of 1973-74, which is more than
fifty percent. Still there is a long waiting list. The number of persons
on the waiting list at the end of the plan was estimated to be 360
thousands. In the fourth plan Rs 5,200 million had been provided for the
development of communications. The programme provided for 540 thousands
new telephones against which the achievement was estimated at 494 thousand.
The programme also provided for 7,500 route kilometers of cable systan
for long distance transmission against which the estimated achievement
was 4746 route kilometers. In the microwave system, the achievement was
only 5,535 route kilometers against the target of 12,050 route kilometers.
The main reason for this shortfall was the fact that equipment was not
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TABLE 25
GROSS AND NET INFLOW OF FOREIQi ASSISTANCE












Gross Disbursement 9026 8563 7914 8341 6260
PL480, food & non-food(1576) (1695) (890) (1119) -
repayable in rupees 845 1075 377 88 -
repayable in con¬
vertible currency 731 620 513 1031 -
Other aid (7450) (6868) (7024) (7222) (6260)
Loans 6798 6607 6589 6717 -
Grants 652 261 435 505 -
Debt Service Payments 3750 4i25 4500 4593 5024
Inter-payments 1388 1440 1605 1800 1884
Loan payments 2362 2685 2895 2993 3140
Net inflow of Assistance
(1-2) 5276 4438 3414 3548 1236
Source: Planning Commission, Draft Fifth Five-Year Plan (New Delhi:
Publication Division, Government of India, 1974), Chapter 6
p. 71
being produced in the factories which depended largely on foreign collabo
ration.
A major objective of the fourth plan was to reduce the foreign aid
net of debt servicing (inclusive of interest payments) to half the pre¬
plan level. The progress in terms of this objective is given in Table
25.
As is evident from the table, the net aid had been declining from
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Rs 5,276 millions in 1968-69 to Rs 4,438 millions in 1969-70 to Rs 3,414
millions in 1970-71 to Rs 3,548 millions in 1971-72 and finally to Rs
1,236 millions in 1972-73 that is the end of the fourth plan. So we can
see that the objective of the fourth plan to cut the aid in half was ful¬
filled.
The main criticism that could be leveled against the fourth plan
was that no analysis was made of the third plan before its formulation.
The growth rate target of 5.5 percent was very low. Some of the targets
were very low. For example, power which was only 22.07 million KW was
inadequate to meet the growing needs of the economy. The objectives of
self-reliance and price stability were never fulfilled. The objective
of removing poverty was never fulfilled. In conclusion, this review of
developments in the Indian economy suggests that development is an inter¬
dependent process. This can easily be seen from the changes affected in
priorities in different plans. The emphasis was shifted from agriculture
to the development of basic industries in the second plan. This necessi¬
tated the development of machine-building industry in the third and sub¬
sequent plans.
During the first five-year plan, because of the record increase in
agricultural production, national income increased by eighteen percent
as against the target of twelve percent. Another highlight of the first
plan was 151.3 percent increase in the production of ammonium sulphate.
The performance of paper industry was poorest, which showed an increase of
0.8 percent during the plan period. During the second plan, food-grain
production increased from 65.8 million tons to 76.0 million tons. Pro¬
duction of jute declined from 4.2 million bales to 4.0 million bales at
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the end of the plan. The most noticeable achievements of the second plan
was In machine building industry. Three steel plants were constructed in
the public sector and two in the private sector.
The third plan was mainly industry oriented but the achievements fell
short of the targets in many industries like coal, iron ore, finished
steel, cement, aluminum and automobiles. During the fourth plan, the per¬
formance of agriculture was satisfactory in the production of wheat and
rice because of the introduction of high yield variety seeds. Almost all
the achievements fell short of the targets except alloy and special steel
production. This was because the country was recovering from recession.
There are some basic problems especially in the field of agriculture.
The next chapter will be devoted to these problems with recommendations.
CHAPTER IV
CRITICAL ANALYSIS AND RECCMMENDATIONS
In the third chapter we saw the progress the economy of India has
achieved during the first four plans. The rate of growth of the Indian
economy was very low as compared to other countries of Asia. Richard T.
Gill remarks,
India's rate of progress is pitifully meagre as
against her actual needs. At her present pace, India
would remain a very poor nation at the end of the century
and many segments of her population would undoubtedly
still be living in conditions of desperate poverty.^
India is a vast country with very complex problems of population, food,
language and caste-systea. It has not even completed thirty years of
independence. Since independence in 1947, the country has fought three
major wars that shattered the economy. Taking all these problems into
consideration, whatever progress was made through different flve<-year
plans looks impressive. I agree that the economy should have done
better than that but we have to keep in mind some basic problems which
will be discussed in this chapter, followed by recommendations. In
India, the rate of growth of national income was 3.5 percent during the
first plan, 3.8 percent during the second plan and 2.5 percent during
the third plan. The fourth plan (projected) growth rate was 5.5 percent.
Actual growth rate in 1971-72 was four percent. Thus, the growth rate
was far less than the target for the plans. India's growth rate was
1
Richard T. Gill, Economic Development Past and Present (New Jersey:
Prentice Hall, 1963), p. 113.
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about one-third of the rate of socialist countries like U.S.S.R., Bul¬
garia, Czechoslovakia, East Germany, Hungary, Poland, Rumania. These
countries were growing at an average rate of nine to eleven percent
against India's average growth rate of three percent per annum. On the
other hand, India's per capita income Increased from Rs 247.5 in 1950-51
to Rs 347.07 in 1970-71. Thus, the compound rate of growth was only 1.2
percent, instead of 3.2 percent which is the rate necessary to double
per capita income by the middle of the fifth plan, as projected by< the
planners.
Thus, the average rate of growth of national Income in India has
been three percent per annum. The question is how can this growth rate
be stepp^ up to the level of 5.5 percent? We know that the rate of
growth in a country depends upon the volume of its agricultural and
industrial production. This means both agricultural and industrial pro¬
duction should be stepped up along with strong family planning measures
to check the growth of population. The review of the performance of
planning in the four major sectors indicates that sectors other than
agriculture are progressing satisfactorily. As mentioned earlier, that
India is an agricultural economy, yet the secondairy attention given to
this sector in planning is a factor to be noticed. In this chapter the
most of the recommendations are for the Improvement of the agricultural
sector.
(4.2) Agriculture - About 70 percent of the Indian population works
in the fields. In 1969-70, agriculture accounted for 47.4 percent of
the national income. The first plan gave main priority to agriculture,
which accounted for thirty percent of the total outlay. The industry
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oriented second plan allocated only twenty percent of the outlay to
agriculture. The third plan gave agriculture twenty-three percent of
the total outlay. The fourth plan allocation was 21.8 percent. By the
end of 1970, a total of Rs 48,490 millions had been spent on agriculture.
What was the result of this huge investment? The index number of gross
sown area grew from 99.9 in 1951 to 129.0 in 1969-70. Agricultural pro¬
duction increased from 95.6 in 1950-51 to 169.0 in 1969-70. In the same
way, the yield per hectare increased from 95.7 in 1950-51 to 131.7 in
1969-70. Food-grains production increased from 90.5 in 1950-51 to 168.6
in 1969-70. The consumption of fertilizers increased from seventy-three
thousand tons in 1950-51 to 1833 thousand tons in 1969-70. Despite this
progress, agriculture continued to be the weakest sector of the Indian
economy. Financial allocation to agriculture in different plans was
satisfactory. Although, some development figures in agriculture are im¬
pressive, India still had to Import three million tons of food-grains
in 1970. This was because the population grew at a faster rate than the
growth of agriculture. There is nothing wrong with planning in the field
of agriculture. The slow growth rate in agriculture was due to unsuccess
ful implementation of the plans at lower levels. There is administrative
inefficiency, malpractice and wastage of funds at lower levels. Moreover
modern agricultural techniques never reached the small farmers. The
industrial sector of India was also handicapped because of the shortage
of agricultural raw materials. There is no hope for the Indian econcany
unless its agricultural production is stepped up. This can be achieved
if the following recommendations are put into practice.
(4.2.1) PL480 Imports - Under PL 480, India had imported from the
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U. S. A., wheat, rice, cotton, non-fat dry milk, soyabean oils, tinned
fruits, etc. Pa5nnents for these imports were to be made in Indian Rupees.
This, in my view, slowed down the efforts to achieve self sufficiency in
agricultural production. The economy should reduce its dependence on
these imports and try to achieve self-sufficiency as early as possible.
Mrs. Joan Robinson remarked in an interview in 1974:
Thus the PL 480 imports have done great harm to Indian
agriculture by diverting our attention from improving it.
It has weakened the incentive to do better on the fields.^
What we actually need to do is not to import food but to change our
eating habits. Too much rice is consumed in the South out of a very
meagre harvest. People should shift to other cereals which have more
protein than rice, and are cheaply harvested, and also whose productivity
per acre is higher. Too much wheat is consumed in North. India has a
large population of animals especially cows. A great deal of grain is
consumed by these animals.
Most of the Indians do not eat beef because of religious prohibi¬
tions. It is my opinion that if they don't want to consume beef in
India, they can export beef to other countries. This would serve two
purposes. First, it will improve the balance of payments position.
Second, the cattle which are useful and milch will have more and better
food to eat. Thus, the production of milk and milk products can increase
and this is badly needed in India. This is one proposal to solve India's
severe food shortage.
(4.2.2) Gear-Up Agricultural Administration - India's agricultural
administrative machinery is also partly responsible for poor results in
agriculture. The community development programmes could not achieve
Hi. L. Seth, OP. cit.. p. 437.
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what they were supposed to. They were supposed to build connnunity spirit
and make people conscious of their capacity to build their future. The
community development officer's contribution to achieving this was small.
The Community Development Blocks failed to develop into self-generating
and self-reliant units. The staff was so large that all the money went
to pay salaries, leaving little for the programmes. Moreover, the
administration failed to provide farmers with sufficient quantities of
cheap fertilizers. In the beginning, the government issued licenses to
the private sector for fertilizer plants, which hoarded the fertilizers
and sold it at very high prices. In my opinion, these fertilizer plants
should have been placed in the public sector. Because of its importance
for agriculture. During the plans the administration gave more emphasis
to large-scale irrigation projects than to fertilizer plants.
In fact there was little progress in these projects. Good quality
seeds were not available to farmers. This was another big mistake of
the state governments. The seeds were there, expert knowledge was there,
but they did not reach the poor small farmers. Only a few rich farmers
enjoyed the benefits. The research done in agriculture never reached the
project's small, uneducated farmers. The extension programmes should be
properly Implemented so that the technique reaches even the poorest
farmers. Thus, the fifty percent of the farmers who have small holdings
of land still cultivate the land as they did before India got independence
in 1947. The inputs are just not available for small farmers. The funds
allocated by the central government to state governments were not properly
utilized. It is therefore necessary that proper systems and checks should
be devised so that the administration works honestly and efficiently and
for the benefit of all.
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(4.2.3) Increased Agricultural Productivity - During the first four
plans, India mainly concentrated on extensive cultivation, which means
more area brought under cultivation. The increase in agricultural pro¬
ductivity is very limited this way, especially when you are short of
fertilizers, pesticides, insecticides, big tractors and bull-dozers, and
a good irrigation system. Time has come for India to move toward in¬
tensive cultivation or production of more per acre of land. According
to a study undertaken in 1974, by the Ministry of Food and Agriculture,
agricultural production in India rose only by 1.5 percent per annum during
1950-51 to 1969-70. This yield per acre of wheat, rice and cotton was
very low by international standards. The average yield per hectare of
land in India is about one fourth of that in advanced countries. For
example, the yield of 890 kilos of wheat per hectare is the lowest in the
world. The yield in Britain is 4350 kilos per hectare. In rice, the
yield per hectare is only 1380 kilos compared to Australia's 6030 kilos.
The yield per hectare of cotton was only 120 kilos, compared to U.A.R's
per hectare yield of 660 kilos.
Thus, the future of agriculture lay in intensive farming. For this,
the planners should arrange adequate supplies of fertilizers, irrigation,
good quality seeds and a sufficient supply of pesticides and insecticides.
Also, various types of intensive agricultural development schanes should
be taken up area wise rather than farmer wise. All farmers, big and
small should benefit from these schemes. This will also remove the gap
between the rich and the poor farmers. This will further lessen the
socio-economic tensions. New steps should be taken to improve dry farm¬
ing. Dry farming techniques developed at the Indian Agricultural Research
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Institute should be extended to eighty-four districts which have no
assured supply of irrigation water. Also, the use of high-yielding
varieties seeds should be extended to pulses, oil-seeds, cotton, jute,
sugar cane and other minor cereals.
Another important step that can be taken by the State Agricultural
Department is to set up 'Service Units' in rural areas all over the coun¬
try. The units will maintain a fleet of big tractors, bull-dozers, har¬
vesters, well-boring equipment, threshers. They will also supply fer¬
tilizers at low prices. Each of these service stations will provide
services to a group of villages. The unit will offer to work for the
farmers on contract basis. Thus, even the small farmers will get the
use of mechanized farming, which was not available to them so far. In
order that the units be successful the administration should be very
efficient. There should be no corruption at all.
Still the small and medium farmers had to run to money-lenders for
some loans. These money lenders charge a very high interest rate and
thus exploit the uneducated farmers. Cooperative credit was not avail¬
able to all farmers, most of it went to rich farmers. Thus, the state
agricultural departments should also have facilities for short, medium
and long-term credit for agricultural purposes.
Lastly, the man behind the plough is the most neglected figure in
the Indian agricultural industry. Human factors should be given more
attention by the planners in India. Special facilities should be pro¬
vided to teach these uneducated farmers in rural areas. Still the large
percentage of farming in India is done in the traditional manner. If
th^ are educated, certainly they will produce better. This has been
my own experience in farming. All those farmers, small or big, who
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receive a little education do better in farming. With all these mea¬
sures put into practice, the yield per acre in India will go up.
(4.2.4) Fixed Remunerative Prices for Agricultural Products - On the
recommendations of the Agricultural Price Commission, the Government of
India recently has announced the minimum support prices for paddy, jowar,
bajra, maize and jute. These are minimum prices assured by the govern¬
ment in case of a crash in the open marked. This indeed is a good step
forward in the interest of agricultural production. But the problem is
that these minimxim support prices are too low for suitable returns to
the farmers. Remunerative prices should be fixed in order to create
incentives among the farmers to grow more. This, in my view, is the
best and most effective method of stepping up agricultural production.
In the past, there was no certainty about these prices, causing produc¬
tion to be very low. These prices should be fixed in advance of the
sowing season to create even more incentives among the farmers. The
prices fixed by the Government must relate to the prices of inputs that
farmers have to pay in order to grow. Government will have to set up
state trading agencies which will buy the surplus from the market and
have huge storage facilities. Corruption in these agencies will have
to be eradicated completely.
(4.2.5) Land Reforms - The Zamindari System was abolished in India
which was a good step toward improvement in agriculture. The tenants
working on the farms were given lands to sow but things turned out dif¬
ferently. The big landlords scared those tenants and took back the
small pieces of lands. Landlords lived in cities and used to come to
villages during harvest time to get 50 percent of the crops. Their
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Investment in the improvement of lands was negligible. There was no
incentive on the part of tenants for land improvement. They never really
tried to work hard to produce more because they knew that they would have
to part with half of the produce. This attitude still exists in the coun¬
try. The government of India has recently announced a twenty point emer¬
gency programme in this direction.
Another important item that comes under land reform is ceilings on
agricultural holdings. In India, five percent of the farmers were holding
eighty percent of the total acreage and ninety-five percent were holding
only twenty percent. In order to reduce this social tension and Increase
agricultural production, the government passed laws for ceilings on land
ownership. The limit of ceiling was different in different states.
Under this law the surplus of land was to be transferred to the govern¬
ment, which was to distribute it among smaller peasants and landless
labourers. In practice, this law was not a complete success. There were
so many loop-holes. Nobody gave away their lands, instead they trans¬
ferred it to the other monbers of the family and relatives. This law
still exists. Here the recommendations to be followed are: First, the
celling should be applied for the family as a whole, not for the individ¬
ual. Second, the ceiling for a family of five members may be fixed with¬
in the range of eighteen to twenty-five acres of irrigated land capable
of growing two crops. Third, exemptions in the existing state laws in
favor of mechanized farms, well managed farms, etc. should be withdrawn.
These recommendations will narrow down the differences between land lords
and tenants and also act as a powerful incentive to produce more.
Another immediate item connected with the celling or land is con¬
solidation of holdings. Since the land is divided into small parcels.
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it should be consolidated- Ten farmers can get together and consolidate
their lands in a particular area. This certainly would increase agri¬
cultural production. The size of the farms at present is too small for
increased production. So co-operative farming, although initiated by
the state governments, should be redesigned. In this scheme, three or
four farmers can get together and cultivate the lands jointly. Together
they can afford machines, tractors, and even harvest carbines which are
very expensive for the individual farmer. For this scheme to be success¬
ful, the farmers should be given special lessons on running co-operative
farms.
All these recommendations taken together will increase agricultural
production in India.
Family planning should also be given more Importance in the plans.
Right now the government of India is trying its best to make an improve¬
ment on this problem. Recently, the government bf India has introduced
some Incentives to encourage family planning among government employees.
The employees having more than three children would not get any benefits
of government housing, promotion and pay increments, etc. This is just
the beginning and, if successful, can be extended to every married individ¬
ual in the country.
(4.3) Industrial Development - The picture in industrial development
is not as bad as it is in agriculture. However, some basic improvements
can be made. India's first five-year plan did not give to industrial
development the importance it deserved. This plan lay emphasis on fuller
utilization of existing capacity. The second plan gave the top-most
priority to programmes of industrial development with particular stress
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on the development of basic and heavy industries. It also provided for
the development of cottage and small scale industries. This is consid¬
ered to be the basic strategy of Indian industrial planning. In the
words of the late Professor P. C. Mahalanobis,
The basic strategy of planning in India should be, on
the one hand, to increase investment in the heavy indus¬
tries and also expenditure on services to Increase pur¬
chasing power and create fresh demand; and on the other hand,
to increase the supply of consumer goods by increasing in¬
vestment and production as much as possible in the small and
household industries to meet the new danand.^
The same basic strategy was adopted in third and fourth five-year plans.
It has been taken up in the fifth five-year plan also. The truth is
that it was the only strategy under which an under-developed and back¬
ward country could industrialize itself in the shortest period of time.
Although the record of industrial progress during the first four
five-year plans was quite impressive, there were some drawbacks which
slowed down the rate of industrial development in the country. The rate
of industrial production was not uniform during the first four plans.
The planning commission wanted a stable growth rate, if not an increasing
one, but the actual rate declined sometimes and Increased at other times.
The main criticism that can be levied against industrial production is
under-utilization of existing capacity in almost all the industries.
This under-utilization varied from fifteen percent in some industries to
ninety percent in other industries. In steel (finished) the output in
1968-69 was 4.7 million tons as against its capacity of 5.6 million tons.
In sulphuric acid, the actual production in 1968-69 was 1,034,000 tons
1
P. C. Mahalanobis, "The Approach of Operational Research to Plan¬
ning in India" (New Delhi: Publication Division, Government of India,
1956), pp. 15-16.
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as against its capacity of 1,921,000 tons. In consumer goods industries
like cotton cloth, sugar, vanaspati, bicycles, sewing machines, radio
receivers, electric fans, the actual production was much less than the
capacity.
The picture is different in industrially developed countries, where
emphasis is laid on under-utilization of capacity. They utilize the
capacity according to the demand. But things are different in under¬
developed countries like India. The demand for industrial goods is there,
but capacity is still under-utilized. This is harmful to the economy at
a time when there is a shortage of everything. The problems of under¬
utilization were taken care of by the end of fourth plan period.
Per capita consumption of steel was generally accepted as a reliable
index of industrial development. The per capita consumption of crude
steel in India was eleven kilogrammes in 1969 compared with 682 kilo¬
grammes in U.S.A., 438 kilogrammes in U.K., and 436 kilogrammes in the
U.S.S.R. Similarly, the per-capita consumption of energy coal was 193
kilogrammes in 1969 as compared to 16,774 kilogrammes in the U.S.A.,
51.39 kilogrammes in U.K. and 4199 kilogrammes in the U.S.S.R. Thus,
India still occupied a back seat among the industrialized nations of the
world. Then, there were serious shortfalls in the achievements of the
first four plans. The failure to achieve fertilizer targets was due to
the let-down by the private sector which failed to utilize the licenses
granted to it to set up fertilizer plants. Serious shortfalls took
place in cement, aluminum, automobiles, tractors, sulphuric acid, soda
ash, caustic soda, newsprint, paper and paper board, cotton cloth and
electric fan industries. The biggest shortfall was in coal mining.
These shortfalls were there until the end of the fourth plan.
74
Then, there is evidence of defective planning on the part of au¬
thorities in several projects in the plans. The main reasons are the
delay in implementation, under estimation of costs, abandonment of the
projects in question. Some of the projects which failed were those in
which foreign assistance was expected. However, there is nothing wrong
with the basic strategy of planning on the industrial front, giving top
priority to heavy, basic industries. It has strengthened India's indus¬
trial structure and brougjit her to the stage of 'technological take-off.'
The country can only become self-reliant through the development of
heavy, basic industries. On the other hand, development of village and
small scale Industries have been given emphasis during the plans because
first, these industries, being labour-intensive, helped Increase the
volume of employment, particularly in rural areas. It is estimated that
about twenty million people are anployed in these industries. The hand-
loom industry alone employs five million people. Second, these Industries
helped to increase the supply of consumer goods quickly.
The country still need strong programmes of import substitution so
that the economy can produce most consumer goods. Moreover, in order to
increase the efficiency of workers more trade schools should be opened
in India. This will help to increase industrial production in the coun¬
try. At the present time, India is exporting its know-how in industrial
technology to countries like Bangla Desh, Ceylon, Nepal, and many coun¬
tries of Middle East and African continent. India is also trying to
develop its oil fields. However, the planners should still lay more em¬
phasis on heavy electrical and metallurgical industries.
(4.4) Power and Transport - Power as we all know is the key to economic
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development. Agriculture, industry and transport cannot be developed
without an adequate supply of power. During the planning period power had
an impressive record of progress but the supply has always failed to catch
up with demand. The main reason for this is defective planning for power
distribution. During the first plan the outlay in power was Rs 1480 mil¬
lions, Rs 4,850 millions during the second plan, Rs 12,130 millions in
the third plan and Rs 24,476 millions in the fourth plan. As a result of
this large investment, the installed capacity in the country increased
from 2.4 million kilogrammes in 1950-51 to 16.4 million kilogrammes in
1970-71. The annual per capita consumption of power Increased from 17.78
kilogrammes in 1950-51 to eighty-seven kilogranmes in 1970-71. The total
number of towns and villages electrified Increased from 4,637 in 1950-51
to 92,665 in 1970-71. Despite all this progress, India occupied a very
low position on the international power map.
Despite all this planning to Increase power production in the coun¬
try, the problem of power shortage is still present in India. However,
1972-73 were the worst years from the point of view of power shortage.
The failure of monsoons in 1972 affected the generation of hydro-elec-
tricity. The power cuts had to be introduced in Punjab, Haryana and
Uttar Pradesh and Rajasthan. Agriculture and industry were very badly
affected by this acute power shortage. The administration of local
power stations is not free from corruption and malpractice. The rich
farmers get more electricity than the poor ones. Thus, there are mainly
four points which needed emphasis in the future planning of power gen¬
eration. First, power projects take a long time for completion. Advance
action and proper planning should be done for speedier completion of the
projects to meet the growing demand. Second, concentration of surplus
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capacity in some areas and acute shortage in other areas should be
avoided. The best way to solve this problem is by negotiation of the
individual projects under one administration. Right now the administra¬
tion is different for different plants. Third, a higher priority in
planning would have to be given to thermal stations in the south where
practically all possible sources of hydro-electric power had been ex¬
hausted. Fourth, the generation and distribution of electricity should
be efficient and honest.
Transport is another important sector on which economic development
of a country depends. This, in fact, is a prerequisite for economic
development. Unfortunately, the planners did not pay much attention to
the development of transport facilities in the country. It was mainly
because of this that the industrial development in the country was not
as rapid as expected, The first plan did ftot provide for any new trans¬
port projects. The second plan made some provisions for transport
development but during the re-appraisal in 1958 railway transport was
excluded frcxn the main projects. As a result, its progress was seriously
affected. The third plan did realize the importance of transport develop¬
ment but did not make sufficient funds available. The first plan alloca¬
tion was twenty-four percent of the outlay, the second plan's allocation
was twenty-seven percent, and in the third plan only seventeen percent.
As a result of this neglect, defective planning and faulty implementation,
the country had an acute shortage of transport facilities until the end
of the third plan. So the government of India gave it a closer look
during the fourth and fifth plans. India in comparison to industrialized
countries like U.S.A., U.K., France, Italy and Japan has a very poor
transportation system. But the transportation systan is better than some
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of the other countries in the third world. Moreover, there is no co¬
ordination among different modes of transportation in India.
Some of the recommendations that should be taken into consideration
are discussed below. First, the transport capacity should be developed
ahead of the development in other sectors of the econcmy to avoid a
possible transport crisis in the country. Even now, because of good
harvest in parts of the Punjab state, the grains pile up at railway sta¬
tions for months before they are transported to other places. Sometimes
the heavy rains damage these grains. Second, a greater effort should be
made to integrate the different modes of transportation for greater effi¬
ciency and development. In the railway transport, the following items
need serious consideration. First, the route kilometrage should be
stepped up by opening new lines in economically backward areas of the
country. Second, a gradual conversion of metre and narrow guage into
broad gauge for faster movement of goods from one place to another.
Third, a well organized effort should be taken to Improve the operational
efficiency of the railways within the shortest possible time.
As regards road transport, road kilometrage needs to be stepped up
to reach India's poor villages. Haryaha State has done an excellent job
in this field, mainly by central help. Other states should take up the
same kinds of efforts. Second, the system of road taxation should be
simplified and rationalized and loss of time at other active posts should
be completely removed. Some people don't pay taxes at all because they
are usually mixed with the officers responsible for road tax collection.
Third, automobile industry should be expanded to produce better vehicles.
These vehicles should be bigger and heavier with big engine capacity to
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reduce the transportation costs. Fourth, these roads and highways
should be properly maintained to avoid accidents and faster movement.
The present road condition in the country is very bad.
Along with this, inland waterways, which are very economical and
cheap, should be given more emphasis. Coastal shipping should be further
developed. The country needs to build more and better ships. Thus, ship
repairing industry should also be developed in the country. There is too
much pressure on the major ports, so minor ports should be built to re¬
lieve that pressure. Air transportation systan is not very efficient.
It should be expanded and made efficient to save the time of important
people. The communication system in the country is in very bad shape.
In future plans strong emphasis should be given to communication. Indus¬
try and agriculture can develop better if communication is better. Vil¬
lages are completely cut off from cities because of bad ccxmnunication
system in the country.
Up until now a review of the progress of the Indian economy throu^
plans was undertaken and then critically analyzed. This was followed by
scxne recommendations in agriculture, industry, power and transportation.
These recommendations, if followed, will bring some effective improve¬
ments in the Indian economy and thus raise per capita Income. Before I
conclude my remarks, a brief look into India's fifth plan is undertaken,
which is expected to achieve effective results in all the sectors of the
economy. According to Mrs. Gandhi,
The objective of India's development has been to chalk
out a distant path of its own. It is not a small achieve¬
ment to have an effective planned development in a multi¬
party democracy in a Parliamentary system. But we are
equally concerned that the parameters of our growth should
be different and that we do not merely imitate others. We
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have always followed an independent line and we shall
continue to do so.^
In fact she wants to say that we will bring economic development of India
in our own way. In other words, she does not want outside interference
in her decisions about economic development. There is no harm in eval¬
uating some useful advice from developed countries which is given accord¬
ing to their own experiences of past developments.
In the future planning, heavy anphasis is given to the recommenda¬
tions in the industrial sector. All the problems related to project im¬
plementation under estimation of costs and abandonment of the projects
in question, were analyzed before reaching decisions on new targets.
The recommendations in transportation and power generation were also
taken care of in the draft of the fifth plan. However, the production
of sophisticated electronic equipment has virtually been ignored in the
fifth plan.
In the agricultural sector, nothing has been done to the proposals
of changing consumption habits of the people, service units and export
of beef. However, all other recommendations like land reforms, ceilings
on lands, consolidation of land holdings, and research in new variety
seeds other than rice and wheat has been given heavy emphasis.
(4.5) Future Planning; Fifth Plan (1974-79) - As we saw in the
previous chapter the rate of growth experienced in the fourth plan was
inadequate in relation to the objectives and requirements of the country.
The reasons for shortfalls in different sectors of the previous plans
were analyzed before the development programmes for the different sectors
were given approval in the fifth plan. The draft of the fifth plan was
drawn up for a twelve year period (1974-75) to (1985-86). The long term
Hi. L. Seth, on. cit.. p 720.
80
rate of growth which the Indian economy had to achieve on self-sustaining
basis would be 6.2 percacit per annum. The planners main concern Is em-
plo3rment. Employment Is going to be the single most challenge to develop¬
ment during the plan period. The rate of capital formation Is projected
to grow from 13.7 percent of 6.N.P. In 1973-74 to 16.3 percent In 1978-79,
18.7 percent of the G.N.P. in 1983-84 and 19.7 percent of 6.N.P. in 1985-
86. The rate of saving was projected to grow from 12.2 percent of the
G.N.P. in 1973-74 to 15.7 percent in 1978-79, nineteen percent in 1983-84
and twenty percent in 1985-86.
(4.5.1) Oblectives and Strategy of the Fifth Plan - The strategy and the
pattern of growth had been derived from two main objectives and those are
removal of poverty and attainment of economic self-reliance. The other
objectives are:
(a) 5.9 percent overall rate of growth of gross domestic product.
(b) An annual growth rate of 4.67 percent In agriculture, 8.2 per¬
cent In mining and manufacturing and 7.6 percent In exports.
(c) Expansion of productive employment.
(d) A national prograome of minimum needs, extended programmes of
social welfare. Onphasls on agriculture, key and basic indus¬
tries producing goods for mass consumption.
(e) Adequate public procurement and distribution systems for essen¬
tial consumption goods to poor people at reasonable prices.
(f) Vigorous export promotion and import substitution, rigorous
restraint on non-essential consumption, an equitable price-
wages -Incomes balance.
(g) Institutional, fiscal, and other measures for reduction of
social, economic and regional Inequalities.
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These objectives of the fifth plan are highly commendable. These
objectives, if achieved, will move the Indian economy toward self-suffi¬
ciency. The draft of the fifth plan provided for a total outlay of Rs
53,4110 millions. Of this Rs 372,500 millions were for the public sector
and Rs 161,610 millions for the private sector. The sector-wise break
down is as follows:
TABLE 26











Mining and Manufacturing 89390 20.70
Construction 250 0.05
Transport & Communications 71150 16.5
Trade & Storage 2050 0.50
Housing and Real Estate 6000 1.40
Banking & Insurance 900 0.20
Public Administration & Defence 980 0.22
Other Services 57900 13.14
Education 17260 4.00
Scientific Research 4190 0.97
Health 7960 1.84










Urban Development 5430 1.25
Water Supply 10220 2.4
Social Welfare 2290 0.53
Welfare of Backward Classes 2260 0.52
Labour Welfare 570 0.13
Miscellaneous 2750 0.63
Hill and Tribal Areas 5000 1.15
Total 431.730 100.00
Source: Planning Commission, Draft Fifth Five-Year Plan (New Delhi:
Publication Division, Government of India, 1974), pp. 83-84.
Sectional outlay is Rs 59,230 millions more and the planning commis¬
sion will have to raise this from additional resources. As is evident
from the table, mining and manufacturing in the public sector is given
the highest priority 20.70 percent followed by transport and communica¬
tion 16.5 percent and power 14.33 percent. The private sector outlay
break down is as given in table 27.
As is evident from Table 27, the main sectors of private and co¬
operative investment are mining and manufacturing, housing, agriculture
and transport. The main part of private sector's projected development
would be in industries like cement, paper, textiles, light engineering,
chemicals, drugs and pharmaceuticals. The co-operative sector would
play an Important role in expanding sugar, textile and fertilizer
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TABLE 27
PRIVATE SECTOR INVESTMENTS DURING THE FIFTH FIVE-YEAR PLAN
(1974-79)
(Rs millions)






Mining and Manufacturing 62500 38.6
Construction 750 0.5
Transport and Communication 18700 11.6
Trade and Storage 11500 7.1
Housing and Sites 36360 22.5
Banking and Insurance 100 0.1
Public Administration & Defense - -
Other Services 1200 0.7
Education 1000 0.6
Scientific Research - -
Health 200 0.1
Total 16.1610 100.0
Source: Planning Commission, Draft Fifth Five-Year Plan (New Delhi:
Publication Division, Government of India, 1974), p. 85.
factories.
Financial resources for the fifth plan are given in the table to
follow.
Net foreign aid during the fourth plan was Rs 1236 million and net
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FINANCIAL RESOURCES FOR THE FIFTH FIVE-TEAR PLAN OF INDIA
(1974-79)
(Rs millions)
Domestic Savings (Public Sector) 150,750
Domestic Savings (Private Sector) 300,550
Budgetary Provisions for Current Outlay 58,500
Net Forelon Aid 24.310
Total 53.4110
S<nircet Planning Coomiaalon, Draft Fifth Five-Year Plan (Naw Delhi:
Publication Division,Gk>venaaent of India, 1974), pp. 53-54.
foreign aid In the fifth plan la projected to be Rs 2,431 vhlcb la alaoat
the double of the fourth plan. A recent decision by Ford government to
stop any aid to India will reduce this net aid figure^ As a result
total actual aid will not be known until the end of the plan. Soma of
the major physical targets of the fifth plan are shown in the table to
follow.
Food-grain estimate of 1973-74 was 114 million tons, whereas pro¬
jected target of the fifth plan Is 140 million tons. 1973-74 estimates
of agricultural tractors was 40,000 (nos) and target of fifth plan Is
80,000 (Mos) which is Just double of 1973-74 estimate. Thus, we see that
If the projected targets of the fifth plan are realised, India would be
a self reliant economy In the next five or ten years. But I have serious
doubts about this kind of success because of uncertainties, corruption,
mlsmanagsment, financial crisis, under-estimation and also some defective
planning.
The new feature of the fifth plan Is the use of Instruments of
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TABLE 29
FIFTH PLAN TARGETS OF MAJOR COMODITIES (1974-79)
Item 1973-74 Estimates Fifth Plan Target
Food Grains 114 m. tons 140 m. tons
Sugar 4.3 m. tons 5 .7 m. tons
Vanaspati 5,75,000 m. tons 7,40,000 tons
Coal (coking 6e non-coking) 79 m. tons 162 m. tons
Petroleum crude 7.7 m. tons 12 m. tons
News Print 43000 m. tons 151,000 tons
Fertilizers 15,12,000 tons 52,50,000 tons
Drugs and Pharmaceuticals Rs 3000 m. (value) Rs 5000 m. (value)
Cement 16 m. tons 25 m. tons
Agricultural Tractors 40,000 (nos) 80,000 (nos)
Electricity Generation 72 billion kwh 120 billion kwh
Finished Steel 5 .44 m. tons 9.4 m. tons
Cotton Cloth 7800 m. metres 10.000 m. metres
Source: Planning Commission, Draft Fifth Five-Year Plan (New Delhi:
Publication Division, Government of India, 1974), p. 91.
economic policy to ensure non-inflationary development of the economy.
The absence of such a policy in the past had resulted in less than full
achievenent of the targets. The main instruments of economic policy
during the fifth plan are: appropriate allocation and utilization of in¬
vestment outlays for different sectors, packages of incentives and dis¬
incentives to direct the flow of private investment into socially pre¬
ferred uses and away from areas of low social profitability. Institu¬
tional reforms which will release production forces leading to higher
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level of production and more equal distribution of benefits of extra pro¬
duction and in the end fiscal and monetary measures to direct the process
of development in a non-inflationary manner. Mainly the stepping up of
public savings is the cornerstone of the resource mobilization strategy.
This means higher rates of direct taxation especially or urban property,
including socialization of land, a differential system of excise duty on
non-essential and luxury goods; and a widening of the tax base by insti¬
tuting a system of direct taxes on agriculture which is consistent with
increased productivity. Moreover, the tax-collection machinery and pro¬
cedure has to be improved. At the present there is too much corruption
in the tax collection machinery. It is very common to get away without
paying any taxes at all.
(4.5.2) Evaluation of the Fifth Plan - There are some good noticeable
points in the fifth plan which are summarized below. First, the fifth
plan draft emphasized early attainment of self-reliance by cutting foreign
aid to the minimum during the plan period. Met foreign aid has to con¬
stitute only 3.1 percent of the total outlay and 4.6 percent of public
sector outlay. This objective althoug)i good can be unsuccessful if the
import substitution programme is not properly Implemented. Proper manage¬
ment of India's foreign exchange reserves is another pre-requisite for
the early achievement of the objective. There should be no loophole in
the foreign exchange earnings. Second, import substitution, which is a
main point in the early attainment of self-reliance, was given good con¬
sideration in the fifth plan draft Before the draft was presented to
the development council there was sharp rise in the prices of imported
commodities like steel, non-ferrous metals, fertilizers and petroleum
products. Since all these are essential for economic growth, a bigger
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effort was to be made to produce all this at home. Thus, we have to
make greater use of our large coal reserves and more determined explora¬
tion of oil. Third, return of Nehru's policy of giving top priority to
development of core industries like steel, coal, power, oil, heavy engi¬
neering and fertilizers. After Nehru died this policy was discontinued
by the planners. The development of these industries during the perspec¬
tive fifth plan period will accelerate the process of development. Fourth,
in the plan the planners for the first time emphasized the redistribution
of consumption from the rich to the poor and this is the main instrument
of removal of poverty. Thus, curtailment of the consumption of the poor
would reduce the import bill because mainly the consumption would shift
from luxury items to items of mass-consumption.
In the end, the instmiments of economic policy discussed before in
the chapter are the main commendable points in the plan. Thus, ninety-
two percent of the plan resources are to be raised Internally. How
successful the fifth plan is will not be known until (1980-81). But the
planners did their best in implementing the plan. There were some out¬
side and internal sources who criticized the plan and laid emphasis on
greater foreign assistance, but Mrs. Indira Gandhi, the Prime Minister
of India, took bold steps and ignored the criticism.
CHAPTER V
CONCLUSION
This study shows that contrary to the general impression India has
made noteworthy progress since Independence in 1947. This achievement
itself supports my argument for economic planning in under-developed
countries. It is through planning that these countries can narrow the
economic gap between them and the developed countries. In this chapter,
a review of some commendable achievements in key sectors like, agricul¬
ture, industry, energy and power, transportation and communication are
undertaken.
A rapid economic growth of a countiry depends upon its resources.
To begin with, external resources are important for development. But in
order to achieve self-sustained growth, internal sources must be developed.
It is for this reason that I shall examine foreign aid that India has
received so far and see how it is being reduced by increasing the rate of
domestic savings and import substitution. At the very end of the chapter,
an answer to the general criticism that India has not achieved much
through planned development is given. Actually, India has some commend¬
able achievements through planning, as discussed in chapter three, but
all this progress falls behind the population explosion in the country.
Let me first summarize the achievements in the key sectors of the economy.
On the agricultural front food-grains production has increased from ninety-
four million tons in 1968-69 to 114 million tons in 1973-74. Fifth plan
projections for food-grains is 140 million tons which, if achieved, will
make the country self-sufficient in food. The production of wheat
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Increased from 18.6 million tons in 1968-69 to thirty million tons in
1973-74 with fifth plan projections at thirty-eight million tons. Rice
production increased from 39.8 million tons in 1968-69 to forty-four
million tons in 1973-74 and fifth plan projects it at fifty-four million
tons. Government is paying serious attention to the production of agri¬
cultural machinery in the country. In 1968-69, only 15,000 tractors were
produced in the country. This number increased to 40,000 in 1973-74 and
fifth plan projection puts this nimiber at 80,000. The planners have also
given heavy emphasis to dry farming in the country. Agricultural produc¬
tion must be raised to meet the needs of the increasing population with
higher living standards. There is only limited scope for bringing addi¬
tional land under cultivation. The desired increase in production must,
therefore, come largely from multiple cropping and increased levels of
productivity. Fortunately, great progress has taken place in agricultural
technology in recent years, especially in high yielding varieties of seeds
and in the use of fertilizers. Area covered under high-yield wheat seeds
Increased from 4.80 million hectares in 1968-69 to 10.80 million hectares
in 1973-74. The area covered by rice increased from 2.60 million hectares
to 9.50 million hectares during the same period. However, to get the
optimum benefits from these advances in the science the availability of
an assured water supply is one of the most essential ingredients. Out of
175 million hectares in the country, it is estimated that more than 120
million hectares of land can be ultimately irrigated both from surface and
ground water sources by the end of the fifth plan (1979-80).
In the industrial sector, major achievements are in non-electrical
engineering goods compared to those in electrical engineering goods.
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Ball and roller bearings production increased from 12.7 million in 1968-
69 to 22.5 million in 1973-74. Fifth plan projection is forty-three
million. Machine tools production increased from Rs. 24.7 million in
1968-69 to Rs. 651 million in 1973-74 and is projected to be Rs. 1371
million in the fifth plan. The production of cotton textile machinery
Increased from Rs. 138 million in 1968-69 to Rs. 350 million in 1973-74
and fifth plan projection is Rs 560 million. Cement machinery is pro¬
jected to increase from Rs. 81.8 million in 1968-69 to Rs. 280 million
in fifth plan. Printing machinery increased from Rs. 1 million to Rs.
fifteen million in 1937-74 and fifth plan projection is Rs. 110 million.
Production of electric transformer, electric motors, electric fans and
electric bulbs was satisfactory. More anphasis should be given to hydro
turbines and thermal turbines production in the country. The production
of the equipment for c<»nmunicatlon, such, as, sophisticated micro-wave
components and antennas, testing and combat equipment, wireless and micro-
wave equipment, should be stepped up.
The picture is not very bright in energy and power generation in
the country. Petroleum products Increased from 15.4 million tons in 1968-
69 to 21.5 million tons in 1973-74 and fifth plan projection is 34.6 mil¬
lion tons. In 1968-69, only 6.06 million tons of crude oil was produced
in India, but in 1973-74 that figure rose to 7.70 million tons and the
fifth plan projection is twelve million tons. Electricity generation
has Increased in the country but the fifth plan projections are not very
high. Electricity generation increased from 51.7 GWH in 1968-69 to 72.0
GWH in 1973-74 and fifth plan projection is 120 GWH. The planners should
give more emphasis in producing energy through the use of nuclear reactors.
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Lastly, the fifth plan has placed heavy emphasis on fertilizer produc¬
tion which is a very important ingredient for agricultural production.
Fertilizer production was 751 thousand tons in 1968-69 and then rose to
1512 thousand tons in 1973-74 with a fifth plan projection set at 5250
thousand tons.
Transportation pictures has improved in the country. The number of
railway and road miles has increased in the country. Air-Lines services
has been stepped up to major cities in the country. The number of pas¬
senger cars is projected to increase from 37.3 thousand in 1968-69 to
sixty thousand in 1978-79. The number of motorcycles and scooters is
expected to increase from 84.6 thousands in 1968-69 to 570 thousands in
1978-79, Diesel locomotives will increase from eighty-seven thousand
to 211 thousand in 1978-79. The number of electric locomotives is expec¬
ted to increase from fortyreight thousand in 1968-69 to 152 thousand in
1978-79.
The progress in the production of communication equipment is very
low. The country needs a very sophisticated communication net work.
This require equipment for which, until the end of the fourth plan, was
mainly imported from foreign countries.
It was through economic planning that India was able to cut the
foreign aid in half at the end of the fourth plan. Although the gross
foreign aid increased throughout the twenty-one years of planning in
India. But it increased at a decreasing rate. During the first plan
gross foreign aid was Rs 1,880 millions. It increased to Rs 8,000 millions
in the second plan. This figure further increased to Rs 24,230 millions
in the third plan followed by Rs 40,100 and Rs 40,080 millions during the
fourth and fifth plan respectively. Thus, the gross foreign aid
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increased at a decreasing rate. By the end of the fifth plan, the plan¬
ning commission of India, under the chairmanship of Prime Minister Mrs.
Inira Gandhi, proposed to eliminate net foreign aid. Part of this reduc¬
tion in foreign aid would be accomplished througji import substitution and
also through increased rate of dcmiestic savings. Fifth plan has placed
heavy emphasis on import substitution. The domestic savings has been
projected to grow from Rs. 61,360 million in 1973-74 to Rs. 107,080 mil¬
lions in 1978-79. In terms of proportion of (2IP, the rate of saving is
expected to increase from 12.2 percent in 1973-74 to 15.7 percent in
1978-79. The overall marginal rate of saving will work out to be twenty-
six percent during 1979-80. In spite of domestic savings, the country
has recently introduced agricultural income tax, an increase in indirect
taxes on some commodities and has reduced direct taxes to create incen¬
tives to invest. The tax-collection system too has undergone some im-
provanent. These efforts will lead to the development of domestic finan¬
cial resources for self-sustained growth.
Planning for economic development has succeeded in India. In spite
of this remarkable achievement, per capita income has remained low. This
is due to the rapidly growth of population which has reached 590 millions.
It has been increasing at the rate of 2.5 percent per annum. Whatever
economic progress the country achieves is eaten up by this population
explosion in the country. That is why strong population control measures
should be undertaken. The government seems to be aware of this fact and
has recently taken some steps in that direction. The marriage age for
men has been increased from eighteen years to twenty-one years, and for
women from fifteen to eighteen years. In the state of Maharastra com¬
pulsory sterilization has been introduced after the birth of the third
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child. The central government has left to the states to pass and imple**
ment similar laws. Government employees with fewer than three children
will get special benefits, like better housing, pay-Increments and other
medical benefits. Family Planning programmes have been given heavy em¬
phasis In the fifth plan. If the growth of the population Is controlled,
the country will have a better economic future.
Removal of poverty and attainment of economic self-reliance are the
two strategic goals that the country has set for Itself. Future planning
aims at these objectives. Before this thesis Is concluded, I must em¬
phasize that there Is nothing wrong with planning In India. But the
problem Is that of efficient Implementation of the plans at lower levels,
especially In agriculture. This was discussed In Chapter IV. There are
administrative deficiencies as well as corruption at the lower level.
To summarize:
(1) India has achieved considerable economic progress througih plan¬
ning. This Is clearly evident from the data presented In this
thesis. However, I recommend that sophisticated electronic
equipment should be given emphasis In future planning. It has
virtually been Ignored In the fifth plan.
(2) There Is a problem In plan implementation at lower levels espe¬
cially In agriculture.
(3) Population growth Is the biggest problem of the country, which
If solved will help to solve other related problems too, and
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